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ISSUES REGARDING GRADUATE MEDICAL 
EDUCATION 



THURSDAY, MARCH 23, 1995 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Health, 

Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
1100, Long\vorth House Office Building, Hon. Bill Thomas (chair- 
man of the subcommittee) presiding. 

[The press release announcing the hearing follows:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON HEALTH 

FOR IMMI-DIATH RKU-ASt CON I AC T; (202) 225*.^)4^ 

March 14. 1945 
No ni.-6 

THOMAS ANNOUNCES HF.AR1N(;S ON ISSliKS RK(;ARniNO (^RADCATK 
MKDlpAL EDUCATION - A VISION FOR TIIK FliTHRK 

Congressman Bil! Thomas (R-CA). Chairman, Subcommittee on Health of the 
Committee on Wa>s and Means. toda> announced that the subcommittee will conduct the first 
of a scries of hearings on the U'rit: of graduate medical education The hearing will take 
place on Thursday, March 23, 1995, in the main C'ommittecc hearing roi>m, 
ttOO Longworth House OfTicc Building, beginning at 10:00 a.m, 

III view of the limited time available to hear witnesses, oral testimon> at this hearing 
will be hear.i from invited witnesses oiil> . However. an> individual or orgatiiiUtion not 
.seheduled for an oral appearanee may submit a WTitten statement for consideration by the 
Committee and for inclusion in the printed record of the hearing 

BACKGROliND : 

Since the inception of the Medicare program in 1965. Medicare has reimbursed teaching 
hospitals for the program's share of the cost of training physicians and other health professionals, 
and the generally higher costs of operating tertiar> -eare academic health eenters. With the advent 
of the Medicare Prospective Payment System in 1983. Medicare hospital payment for graduate 
medical training and certain teaching hospital service costs has been separated into direct and 
indirect reimbursement for medical education 

Medicare pays for the allowable cost of direct graduate medical education activities at 
teaching hospitals, including reimbursement for training and rclate\i overhead costs, and salaries 
and fringe benefits for medical residents and other health professionals Medicare is expected to 
reimburse teaching hospitals Si. 9 billion for the direct costs of graduate medical education in 
1995 



I he Medicare iiidire medical education udj jstnicnt compensates teaching hospitals for 
the costs of the additional le. and procedures whiei: 'xcur in those hospitals related to the 
training of medical residents, a:i well as the fact that these hospitals tend to treat sicker, and 
generally poorer, elderly patients who require more intensive services In order to cover these 
extra costs, teaching hospitals receive a higher payment per case than other institutions. This pci 
case add-on is currently set at approximately 7.7 percent for each 10 percent increase in the ratio 
of full-time interns and residents to the number of beds in the hospital. In 1995. Medicare is 
projected to »;pend $3 6 billion on the indirect medical education adjust niciii. 

In announcing the hearing. Chairman Thomas said: "A revolution is underway in ncalth 
care which has significant implications for the future health manpower needs of the nation as well 
as the destiny of our major teaching hospitals. As wc consider significant Medicare and health 
reforms, the Health Subcommittee will examine carefully current graduate medical education and 
teaching hospital policy, and the cflect Medicare policy improvements can have on the ultimate 
direction lor both graduate medical education luid academic health centers." 



FOCUS OF THK HKARINCi: 

Ibis hearing is the first of a scries on the topic of graduate medical education with the 
goal of dev doping a Medicare health profc.ssions education and teaching lioipit.il payment policy 
relevant to the emerging health care system and the long-run medical and financial concerns of 
Medicare beneficiaries I he hearing will examine aiierative policy directions regarding the 
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training of future health professionals, the »neUical manpower needs of the evolving health care 
system, aiid the financing of teaching hospitals. Current Medicare payment ntcchanisms for 
graduate medical education and teaching hospitals will be reviewed. 



DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Any person or organization wishing to submit a written statement for the printed record of 
the hearing should submit at least six (6) copies of their statement by the close of business. 
Monday, April 3, 1995, to Phillip D. Moseley, Chief of Staff, Committee on Ways and Means. 
U.S. House of Representatives, 1102 Longworth House Office Building, Washington, D.C. 

20515. If those filing written statements wish to have their statements distributed to the press and 
interested public at the hearing, they may deliver 200 additional copies for this purpose to die 
Subcommittee on Health office, room 1136 Longworth House Office Building, at Ica^t one hour 
before the hearing begins. 

FORMATTING REQUIREMENTS : 



bet lUtMiMt fCMwM fir ptuoif w tti rv— ittM k| A vidMi. Ml vnOM lUUWMt K Iiilba tnkaloH for tti prtotrd record or u| 
■ilttM ceaMMta li mfour (• • roqiMt tor wlou cauitu «u( lottoni to tti Uitod Mow. Aa| lUtmut or uhlMi bm la 

«ia a«M kbimum «ut b« n hkml m win n uiBuuid u Commiom him rw mii« mi bm kr dti uobiom 

1 All lUlBBUBti tad Ml BCcmBMllM nUUta tor ttUOBf «iit M tm4 iB ■tflfli ifMi ib lent MP«r Md «t|tit iinM t 

iBUl If II him 

Z. C«o4m If «ksi« ttammU r«b«ltwd u iiUbli wiImIiJ wm bM b« tec«ru4 tor ptUCaf. tuuiA. riBlUt Butnlii U«ald bi 

ntiriBCiA ud otoud or H’*»MMd. Ail iifclUi aturlil tot hoMUc *«• «»KlOaaMi will I* «tUtalBBd ta tM CobuUom Wm tor m1i« 

Md Bll If tti COMalOM 

I A wtaou MVMitif u I |«Mk btulaf. or ntaltaaf t nutwat t« Iki record if » piAUc iiiutat, or tibalBln writtta 

eoHMMta U iwpoBii u t ptblUbid roqoMt t« comuu b| Ui CbuIOm. reirt Udidi bb Ui lutooiiBl m iob«luliB a Uit it til cUitu. 
pinoao. m wfMltaaeu oa wkiti bohalt tki wltaiai tpiMn. 

4. A it| 9 («BiBtal ibMt »BM tc«o«|a»> rvk italMitt lUtUf tfei laai. Ml BdAmt. t u)i|feM« atnhir iki wltnui or lAi 

dnlourd tifnMBUdti nt| U retckid Md t te^ul etb u or luurur ot tki comtatt Md recouMdtaow U tti Ml itaiMiwi. 1W< 
itp|i«iiBul Mid wUl tot k« iBdtM la a I fdiud newd. 

m akon roaotlcUoBi Md PdlUJiM tMt| M| ta Mturtal kilof takmltud tir vriaiUc. Kilaaaau Md iiklblu w MppHanttn titutUl 
itkMoad lUitl tir AatritattiB ta tti Umkore, tti |naa ud tki VcUle daitaf tti euni at t pakUe ktattif «t| ka leMlllid la Mkir form. 

Note All Committee advisories and news releases are now available over the Imcrnct at 
CiOPHLR.HOUSl-.GOV, under ’MOUSE COMMITTEE INFORMATION’. 
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Chairman Thomas. The subcommittee will come to order. 

We want to v/elcome you to the first of a series of hearings on 
graduate medical education. These hearings hopefully will lay a 
base for the development of new Medicare policies on reimburse- 
ment for graduate medical education and the payment for services 
in teaching hospitals. 

These new policies should be consistent with the medical and fi- 
nancial concerns of Medicare beneficiaries and the evolving health 
care marketplace. 

To meet these goals, we will be looking for new ideas and better 
ways of using our Medicare resources and, in some instances, re- 
peating ideas of 10 years ago that we did not listen to at that time. 

The question before us today is: How do we provide incentives for 
making the training of doctors and health care professionals more • 

relevant to the needs of Medicare beneficiaries in the emerging 
health care marketplace, which is also consistent with our objec- 
tives for maintaining our superior hospital system and containing 
Medicare cost growth. These challenges will obviously be a critical 
part of our broader task to preserve and improve the Medicare pro- 
gram. 

There is a growing consensus that the Nation needs more pri- 
mary physicians and fewer specialists. We know that the mix of 
primary care practitioners and medical specialists in training is not 
consistent with perhaps even the current and clearly the future 
needs of our health care system. 

The key objective in reforming Medicare’s graduate medical edu- 
cation pavonent methods is to develop a policy which will encourage 
a better balance of generalists and specialists for our health care 
work force. 

Today, Medicare pays for its share of graduate medical teaching 
by training at teaching hospitals, usually for training in tertiary 
care academic health centers. Primary care training has generally 
not been the principal mission of these academic nealth centers, 
and these teaching hospitals may never be the best locations to 
carry on such training, since many experts believe that primary 
care training, to a great extent, is better accomplished outside the 
hospital in medical offices or clinics. 

At the same time, many of the services provided by our academic 
health centers depend on residents in specialty training. These 
training hospitals provide essential medical services for Medicare • 

beneficiaries and other Americans which cannot always be easily 
replicated in other settings. 

In addition, these institutions are responsible for significant ad- 
vances for medical science and technology. # 

In many locations, academic health centers not only serve as re- 
gional resources for highly specialized services, such as trauma and 
cancer centers, burn units, and neonatal intensive care units, but 
also provide much of the medical care needed by the people in sur- 
rounding inner-city communities. 

Many of the Nation’s major teaching hospitals have historically 
been located in inner cities because that was where they were 
originally located, and the city changed around them more because 
they were built in certain neighborhoods specifically to serve the 
urban poor, which means that academic health centers are often 
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the major employers in those areas and the principal consumers of 
neighborhood goods and services as well. 

(Complicating the graduate medical education issue even more is 
that the fact that as the health care market moves toward man- 
aged care, there is a financial squeeze on such t^chmg hospitals, 
because many of the services these hospitals offer can be more 
cheaply provided in nonteaching settings, and so managed care 
plans tend to shy away from sending their insureds to these insti- 

^^Our^ efforts to encourage Medicare beneficiaries to elect this 
private-sector option of managed care only mtensifies pressures on 
teaching hospitals. So we are left with the dilemma of how to redi- 
rect training programs, while preserving the best of what acadernic 
health centers offer, in addition to solving the cost and choice is- 
sues which face the Medicare problem. , 

I look forward to beginning our discussion of these issues today 
and especially on the ideas of individuals who have thought about 

this problem for a long time. u 4 . 1 , 

And with that, I would yield to the ranking member, the gen- 
tleman from California, Mr. Stark. 

Mr. Stark. Mr. Chairman, thank you. . x, j- .v .. 

This hearing is propitious. Every list of cuts in Medicare that 
have been floated by the Republicans suggests that Medicare sup- 
port for teaching hospitals should be slashed. We are about to slash 
billions and billions of dollars from children’s prqgrarns to pay for 
tax cuts for the rich. I suppose one of the good things is that these 
tax cuts for the rich will inure to many of the same physicians who 
will be out of work when we close the centers 
the Republican plan to cut a couple of hundred billion out ot Medi- 

^^Scheduling the hearing at this point allows us to express our 
support for teaching hospitals and opposition to rather mi^less 
cuts in the Medicare program without understanding how it relates 
to the overall medical delivery system in our country. ^ 

The issue of indirect medical education adjustment is not really 
about formulas or regression analyses or whether we should have 
4 5 or 7.7 percent. I might add that every 1 percent we cut takes 
a’half a billion dollars a year out of these centers of excellence, but 

that is not the issue. . , . - . • 

I think the issue is, say, that a hospital is performing a mission 
in the inner city. It is no accident that two-thirds of our te^hmg 
hospital payments go to disproportionate share hospitels. Ihese 
hospitals have the lowest margns of all hospitals, ^d I am not 
willing to attribute that to bad management or lack ot entrepre- 
neurship or lack of interest in the profit motive. , 

I am willing to attribute that to a mission that is humane and 
may not be understood by the majority, but it is a system that tries 

to help everybody without regard to their income. -fi, 

Along with the pressure that these institutions will feel with cuts 
Mecficare spending, these hospitals are also 'inder pres^re due 
., . _1 4.^: J „_;..„4.„ i,4.oifV. n nnc nnd contracting Medicaid 



in Medicare spenaing, Lnebe nubpiuaia aic 

to this push toward private health plans and contracting Medica 
and Medicare to the so-called profit sector. „ , . 

What health plan, what Humana, what Prudential, m its right 
mind if they have one, would sign a contract with a hospital whose 
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costs are inflated because of the presence of large numbers of peo- 

cannot and do not pay or who provide research in skills 
that the average hospital cannot? 

should these private hospital plans contribute to the cost of 
training the next generation of doctors when they can get away 
without paying their fair share? ^ ^ 

reqmre private health plans to contribute 
fLf fu *^°sts which teaching hospitals cannot avoid, may mean 
the Republicans are so worried about assum- 
ing the debt of future generations will wake up with no debt and 
no medical care either. 

mean that the indirect medical education achust- 
direct graduate medic- ;1 education adjustment period 
by Medicare cannot be changed. L should be. And we Democrats 
on this comniittee proposed such a cut last year. 

The difference is, the cut was coupled with a program which as- 
sured every American health coverage, so that the debt and charity 

care in these safety net hospitals would have been a thing of the 
past. 

Our bill proposed to require private health plans to contribute to 
a pool of funds used to support graduate medical education. The 
Dill reduced support for nonprimary care residencies and increased 
support tor primary care residencies. 

Mr. Chairman, this approach is the right one to reducing Medi- 
cares support for these hospitals, and is as valid today, even more 
Con^Ss^^ absence of health reform, than it was in the previous 

So I conclude with a plea, Mr. Chairman, that the debate center 
around these issues and the role of teaching hospitals in our health 
care system and the appropriate way to assure that all benefits 
trom them should be the central question and not ways to raise 
money to give tax cuts to the rich. 

Chairman Thomas. I thank the gentleman. 

, panel—and I would ask the panelists to come up— will 

be Dr. Shine, Dr. Heyssel, and Dr. Ludden. 

And to provide an additional introduction of Dr. Heyssel, who is 
former president of Johns Hopkins Medical Institutions, is a fellow 

MaryYanT'M^ CaS^ geography, the gentleman from 

Mr. Cardin. Thank you, Mr. Chairman. 

wanted to welcome Dr. Heyssel to the Ways and 
Means Committee I know he is not a stranger here in Washington 

We were very blessed to have Dr. Heyssel in Baltimore heading 
up the Johns Hopkins University Hospital for many, many years 
and his visionary leadership in our State really, I think, added to’ 
the reason why Maryland was able to develop such a successful 
hospital reimbursement system. 

He is a friend. He has helped me personally in developing mv 
own views on health care, and it is a real pleasure to welcome him 
to the committee. 

Dr. Hkysski.. Thank you. Congressman Cardin. 

Chairman Thomas. Thank j-ou, doctors, very much. And I will 
tell you that your written testimony will be made a part of the 
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record, without objection, and you may proceed in any way you see 
fit to inform this panel. 

Let us start with Dr. Shine, and then we >vill move across. 

STATEMENT OF KENNETH SHINE, MJD., PRESIDENT, INSTI- 
TUTE OF MEDICINE OF THE NATIONAL ACADEMY OF 

SCIENCES, WASHINGTON, D.C. 

Dr. Shine. Thank you, Mr. Chairman. It is a pleasure to be with 
« you. 

As I indicated in my written testimony, my experience or my 
comments are based on experience as a trainer of cardiologists, in- 
ternists, and serving as dean and provost of a medical school. 

• I currently serve as president of the Institute of Medicine, but it 

should be clear that my comments today are personal comments, 
although the Institute nas studied a number of these issues and 
concurs, for example, with the observations you have made about 
the important e of generalism. 

I want to go directly to the principal proposal that I would like 
to make and to try to elucidate that in terms of the issues you 
raise. 

I believe we should immediately place a freeze, an absolute 
freeze, on the total number of graduate medical education positions 
funded in the United States and certainly the number of those po- 
sitions funded through Medicare, and hopefully, in fact, all posi- 
tions. I want to try to convince you that that is a sensible thing 
to do. 

As you have pointed out, the fundamental problem is both the 
question of having an adequate number of generalists versus the 
question of the total number of physicians, particularly subspecial- 
ists, in the country. 

I believe there is evidence that market forces are working on 
generalism in a very effective way. Salaries for generalists are ris- 
ing. As managed care increases its activities, they are, in fact, 
scooping up generalists to a sigrnficant degree. Salaries for sub- 
specialists are declining. And I believe there is very good reason to 
be optimistic. 

If you look at the data from medical students, you will find that 
over the last 3 years medical students who have indicated an inter- 

• est in careers have gone from 14 percent of graduating students to 
23 percent indicating an interest in generalism, and I think these 
young people are smart. They know where the jobs are going to be. 
They know what the market is doing. And I think they will con- 

• tinue to move into generalism. 

The dilemma, however, is that in the absence of any lirnits, we 
keep training more and more physicians, and that surplus involves 
lots of people who become subspecialists for a variety of reasons. 

Why will the market not work to control the total number of phy- 
sicians? 

It will not work for several reasons. First, because institutions, 
as you have heard and know, can use resident physicians to J5 t*o- 
vide care. At the present time, these trainees are a subsidized form 
of service, and it is to the advantage of institutions to add more 
residents under a variety of circumstances in order to get the work 
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done. And so medical students and others are told that there are 
good opportunities in these particular areas. 

Second, in the absence of any limits, the number of international 
medical graduates who come to this country has continued to esca- 
late. 

Now just to make this as clear as possible, between 1988 and 
1994, the number of residents in graduate medical education pro- 
grams increased from 84.000 to almost 104,000, 20,000 more each 
year. Each of those residents represents 35 to 40 years of profes- 
sional service. So in terms of the health care system, we add 4,000 • 

residents a year, which is what we have been doing; you basically 
are creating a cost center for 160,000 physician years. 

Now one of the questions would be: Well, if the price comes 
down, if subapecialists charge less or receive less, why will that not • 

ultimately decrease the supply? 

Well, there are several reasons. One is that the pipeline is very 
long. It takes 7 to 10 years for people to prepare. 

But more important, practicing in the United States is very at- 
tractive to international medical graduates, and over the same time 
period, the number of international medical graduates has gone 
from about 7,200 to over 18,500; that is, 11,300 more international 
medical graduates have gone into residency programs over that 
same period of time. 

The effect, then, is that the forces are to increase the number of 
physicians. 

Let me just conclude by arguing that if you have a cap, if you 
have a freeze, that it does several things for you. 

First, it reduces the rate of rise of costs, because it is harder to 
add more people. At the present time, if an institution has an ac- 
credited program, it can add more residents. 

Second, it has the effect that if one is going to have more gener- 
alist positions in your program in a particular institution and you 
are frozen, you have got to diminish the number of subspecialty 
slots. 

Third, we all believe that people need to have more training at 
sites outside of the hospital, and we want to see the rules change 
so that individuals can take care of senior citizens in the commu- 
nity and so forth. 

Kight now, if you change the rules, that is dangerous, because 
there will be the tendency to increase the number of residency slots • 

to provide high-tech care. In the presence of a freeze, if you had 
a fixed number of people, you can use them in a variety of commu- 
nity slots. They can do preventive care; they can work on Medicaid 
and managed care programs and so forth without running the risk • 

that you will continue to escalate the number of individuals. 

Let me just conclude by saying that I am concerned about the 
issue of payment to these institutions. As you made reference in 
your statement, as more and more Medicaia and managed care oc- 
curs, there is going to be less and less support for this activity. 
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And I do believe that if managed care organizations and other 
payers were required to make some contribution to medical edu- 
cation on a percentage basis, that that would have the effect of pro- 
viding support and a level playin^eld, so that one managed care 
organization was not giving an aavantage to another by virtue of 
paying for some education. And I think we ought to consider that. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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TKSTIMONV OF KENNETH SHINE, M.I). 

NATIO NAL ACADEMY OF SCIENCES 

Mr. Chairman, Ladies, and Gentlemen: 

My name is Kenneth Shine. M.D. I currently ser\*e as President tjf the Institute of 
Medicine (Institute) of the National Academy of Sciences. As Chiet of the Cartliology 
Division at the UCLA School of Medicine. I was Program Director for a subspecialty 
training program in cardiology. As Chairman of the Department of Medicine at UCLA, 

I was th»: Program Director tor training in all aspects of internal medicine, including 
general internal medicine. As Dean and Provost at UCLA, I was responsible for training 
programs in all of the medical and surgical specialties. 1 helped \o develop an 
outstanding program in family medicine residency at UCl.A. For many years, that 
program was one of the few tliat was physically based at the core facility of a major 
tertiary care academic medical center. As Clinical Professor of Medicine at Georgetown 
University School of Medicine. I contiauc to teach and .see patients with interns, 
residents, and fellows. Although the Iiistitiite and many organizations with which I have 
belonged have issued a variety of statements with regard to graduate medical education, 
my eomments this morning are my own. and I do not represent any organization or the 
institute in making these remarks. 

In many ways, the system (»t giadnate medical education in the United States is 
the envy t)f the world. ‘I'his is lellecled. among other tinng.s. in the large and lapidly 
growing number of international, i.c.. loreigii, medical graduates who .seek their training 
in American teaching ho.spitals. ‘I he funding of tins program has depended critically on 
medical education payments through the Medicare program. Such jjayments have been 
critically impf'rtant to our society m many ways. They have priwided salai\ support to 
young medical graduates, numy ot whom lunv leave medical school wilh debts of 
$100.0(10 or more-debts that have the pernicious eflect ot enct)iiraging graduates to seek 
careers m highly compensated and technologically driven a.spects of medical care, idteii at 
the e.xpense of the country's needs for generalist phy'sicians. The payments allow 
economically disad\antagcd and underrcpicscnted individuals to obtain graduate medical 
training. Payments through the Medicare program have allowed hospitals to provide 
outstanding care to Medieare recipients, to poor and underserved jiopulations. and U) th ■ 
veiy sick patients with complex illne.sses who require all of the technologieal and 
personpower skills ot these institutions. 

But the reimbiirsemeiit system has had a series of unintended consequences. It is 
these consequences that I wish to address. 1 shall m.ikc the following lecomniendations. 

1) The number of graduaie medical edueati^Mi positions funded through DMfi and 
IMl! money should he tro/cn at cm rent levels. 1! possible, the total number of 
graduate medical education positions irregardicss of funding sources slunild he 
frozen at the same lime. 

2) Institutions slunild be in a piwition to a.ssign lesidents to activnies in the tJutjnitlcnt 
or ambulatoiy environment at local and at distant sites, ineluding eommunity 
health centers, comnnmity-based centeis tm care of the elderly, numaged care 
organizations, urban ami rural locations. 

M Within the reimbursement tormulas. smiie d'shicentives for sub.specialty training 
and im reasing mcentbes tor gencialist or primary care training should be 
included. 

•U A.ssignments ot icsulcnts should be based ini the neeil foi ex|n‘riences whieli oltei 
an tidequate balance between generalist and subs[»ectalty care, (treventivc us well 
as curative care scivices. and as part of multidi.sclplinary groups ol hcahh 
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providers, including advanced practice nurses, physician a.;sistar:.v and community 
health workers. 

5} Hospitals should be encouraged to develop alternate providers, advanced practice 
nurses, physician assistants, and health workers to provide ser\ice in urban 
municipal hospitals, rather than depend on GMli to provide serviees. 

There is iiiereasing evidence that we are educating and training tar too many 
physicians for our country's needs. Professor Weiner at Johns Hopkins has estimated 
that we will have an exeess of I63.{KH) physicians in the period between the year 20(K) 
and the year 2020. the vast niiijority of whom will he subspeeialists {151.(KK)). Evidence 
for the surplus i»f physic i. ins is already apparent in the number of subspeeialists who are 
eurrently being iaid off by managed eare organizations or who are being told that they 
must be retrained as primary care providers. In some eases, no such retraining is 
offered, but the effectiveness of training to turn a suhspeeialist into a primary eare 
provider remains in doubt. As the efficiencies of managed care are felt, requirements tor 
subspeeialists are diminishing rapidly. In this sense, market forces are at work and. in 
many respects, these market forces are const! uctive. I-'or example, the beginning salary 
tor generalists is rising steeply as organizations bid tor their services. In southern 
C'alifornia, the starting siilaiy tor a general internist has risen hy .^5 percent to 40 percent. 
Similar kinds ot changes have taken place around the eciuntiy. 

Mjirket torces do seem tn he having .» Mgnifieam etteei upon the choices ot 
medical students as the\ think alioiit the kinds ol training !ind careers to which they 
aspire. Miis is reflected in the increase in the miniber of graduating medical students 
who. according to the Association ot American Medical C'ollcges. have indie. ited their 
interest genet. ilist careeis. Troni 14 peieent of gi.idu.itmg students indicating a generahst 
interest ttiiee years ago. the number has increased to 1} percent and is likely to coiitunie 
to rise as these students understand the job opp<»r! unities and income possibilities 

However, maiket lorees alone will not solve the prohlem ot the iiiereasing 
physician surplus, ;iihI the current organr/ational structure of the IMI- and I^ME 
prtigrjims have imieh t(' do with this problem Eirst. the current l;iw provides that 
institution may add additional residents to aceretlited piogranis laii-elv at their own 
initiative. L'nder these circunistanct . the anivuiiit of huth DMt*l and CiMH monies, 
which they receive, is increased. Th«- effect is that public monies are used to suh.sidizc 
salary .iiid support tit residents, who then provide serviees to patients in these institutUins 
Given the health eare needs in large urban centers, htispi.als have been rapidly lidding 
residents. In IhSS-Sh, theie were 84.273 total niimher o! physicians in graduate medical 
education in the I'mted States. Uy 1‘8 aVU 4, ilie ni.mher had risen tt> 1(»4, 15‘>, an 
increase of 20,000 physicians with an <ivcr;igc increase ot VO percent per year. Since the 
average, physician practices tv'r .V' years to 40 years, the ettect tit tins is to add I4(UK)0 tti 
IbO.OOO physieiiiii vears ot serv'ice to the nation's health t'are system vvlncli are ctists to 
he borne by the overall health care system, l-.veii ihtiugh individual compensation 
salai les or reimlnirscnicnb may decline in response to market forces, the addition t>f a 
large lUimher ot individuals, vvtio will he in surplus as a ctiiisequenee ot a cost 
reimbursement approach tlirougli the GNU', suppoit, is illtigiciil. Aliluiugh the nunilier ot 
graduates of American medical schools lias been rel.it ivcly constant (»vei the l;ist decade, 
the iiiimher ot toremn medical graduates in goiduate medical education has increased 
from 7.227 in E>S8 to 18.50.' m ldo4. 'I'his is an increase <»t approxiin.iiely ll.^tiO 
pin Mcijins. Jiccoimtmg lor appioMinately h.dl o! the increase m total gradii.itc niediciil 
education positions. Wliicli leads to tin second important pviint. Although market forces 
will ttecrease reimlniisement. so io;ig as there are unlimited luimb.ers of ptmtions 
available, international medical gradiutes still will tmd opportnniiies and meonies in the 
I lilted States attrac tive enongh so that they wdl eoiitinue to till this rising number ot 
positions. 

White inereasiiig the supply ot physicians has produeed some ni.irgm.il 
leilisiiiluitioii ot plusiei.iiis to sm. liter vominimiiies, m l.ict. the need ti»r phvsinans in 
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rural communities and underserved urban communities remains very higli and is not 
likely to he solved solely by tiooding the market with physicians. Other strategies, 
including pr(»fessional. technological, and management innovations will bo required to 
meet these needs. 

There have been many proposals by organizations to limit the number of positions 
under graduate medical education. 1'he most common proposal is that they be limited to 
1 10 percent of the number of graduates of American medical schools. Such a rule 
requires significant downsizing in the number of residents at the present time. I strongly 
urge the Congress to change legislation so that, at the very least, the total number of 
positions supported using Medicare monies be frozen at the current level. The effect of 
a freeze would stop this increase of almost four percent per year in the number of 
physicians added to the workforce. If an institution wished to add a resident without the 
use of GMF. lunds, they could have that opportunity, although I believe an absolute 
freeze makes even more sense. Under a freeze, an institution could shift residency 
positions from program to p.'ogram, and residents could he assigned to multiple 
non-hospital sites without incteases in the total number of residents. 

1‘his leads me to the second major daw in the current system. The formulas for 
reimbursement in graduate medical education lie predominantly on calculations and 
services related to inpatietit beds. This has two effects. First, it causes institutions to 
keep a disproportiemate nutnber of positions iti subspecialty areas employing technology 
oti an inpatient basis. Secondly, it means that the educational experience is often 
disconnected Irom the real needs of society and of the health care system. Medical 
education must move increasingly into ambulatory .services not only at the hospital but 
into the community, uiban and rural, tor all segments of society. 

The managed care industry emphasizes that it may take them 1 8 months to 
prep^are a physician, evc’ii those with generalist training, to practice appropriately in the 
managed care envirt>nment. We must use limited resources in health care to piovide 
SCI vices lor at! elements ol society, including the poor, the elderly, and the underserved, 
in non-hospital sites, with the extensive use of non-physician providers as part of a team 
that can emphasize preventive ser\'iccs. consult with young parents about illnesses before 
they make use of the much more expensive emergency room to receive needed caie, and 
to emphasize preventive programs. Under current circumstances, institutions cannot 
construct educational programs for their residents based on either the long-term social or 
professional needs, but rather organize these programs in order to meet the requirements 
lor reimbursement. Under circumstances of the freeze, institutions ought to be allow-ed 
to plan resident educational activities based upon educational requirements for physicians 
and the overall health care needs of the community in which they w'ork. Under such 
circumstances, residents might spend substantial amounts of time in neighborhood health 
clinics rotating through managed caie organizations and otherwise pioviding services that 
are the most cost-etfective and useful way to improve health In the community. Under 
the.se circumstances, il an institution wished to increase the number of residency positions 
in the generalist or primary care specialties, it could do so but only by reducing the 
number ol positions in the subspecialties. A freeze would then begin to ameliorate the 
potential long-term cost to society ol producing too many physicians with public subsidy 
and would create a set ol eonditions in which the more appropriate assignment of 
residerl.s, according to social and educational needs, would become rational for all 
concerned. Indeed, one could support the arguments previously made that the formula 
lor reimbursement might be altered so that a higher premium is offered to institutions 
that substantially change the ratio of generalists to specialists. Those of us concerned 
about graduate meilical education are also worried that residents have been added and 
assigned according to the work needs of the institution rather than to the education 
needs of a student. Under a freeze situation with some premium for generalist 
physicians in eompariscm to subspecinlty physicians and increasing llexibillty for 
educational program directors to make assignments to a variety of training sites, this goal 
ot emphasizing eiluc.it loii versus service would, in fact, result in better service m the right 
places, according to the patients nci*ds. 
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Lei me conclude with iv../ other obsers'jiiions. First. Medicare has been a criocally 
important source of support for graduate medical education. Pul all of society benefits 
from these education programs. The entire health care system, including managed care 
organizations, clearly require the workforce that is generated through these program and 
clearly benefit from their existence and from their quality. Creating some form of all- 
payor system, in which all insurers and managed care organizations, as well as Medicare 
and Medicaid provide a small percentage of their revenues toward education, would go 
far to both spreading the burden and acknowledging the responsibility tif all public 
concerned parties. Moreover, it w*ould deal with an important problem for academic 

# health centers as more and more Medicare recipients are care ftir in managed care 
organiziitioms. As this practice increases, '’•'ect medical education costs are no longer 
paid since these are included in the premium receiv*ed hy the managed care organization 
from Medicare. When the managed care organization negotiates with a teaching 
hospital, it is under no obligation nor does it ordinarily include in its rates any 

< consideration of the training capacity. Prudent policy would, at tin* serv* least, require 

such organizations to include such support in proportion to their Medicare enrollees. and. 
as I .suggested, from a public policy point of view. I believe the huiden should be shared 
in relation to all health care coverage. 

1 want to empliasi/e the fragile nature ot our .icademic he.iltli centers at the 
present time. These centers .ire truly gems nationally and imeriuuionally. They are the 
sources of the research that has fueled the biotechnology industrv'. the medical device 
industry, and many other productive elements of our society, contributing not only 
domestically hut representing a large proportion of expt>rts which contrilnite positively to 
the trade deficit. They are important employers and they are critic. illy important to 
provide, on the one hand, the most highlv specialist care for the most desperately ill in 
our society, and. on the other hand, a very large proportion, perhaps as much as 4.^ 
percent or .^0 percent ot the care to pour and underserved. As the private sector 
organizes more and more health care into managed care where price is the 
oveiwheliningly important factor in negotiating contracts with academic health centers, 
income streams to these centers for both professional and 'other services are under 
enormous pressure. Faculties in these centers organized practice jilans beginning in the 
early 1970.s. in which they accepted the responsibility that a significant anionnt of the 
money that they earned in hilling patients would not go into salaries but would support 
education and research. The Association of American .Medical Colleges has estimated 
that over $H(K) million per year in patient care revenues goes direcilv to the support ol 
research, and another Sl.b billion or more goes for the cost of educ.itimi. inehiding 
medical .student intern residency and fellowship education. I believe th.it this is a gross 
underestimate, and that the amount of cross-snhsidy from patient care mav be closer to 
twice this amount. Whatever the figure, the development of increasing price comjietition 
IS rapidly reducing the amounts available to these academic health centeis tor research 
and education. They are downsizing. They are developing a whole vm lety of 
mechanisms to tiecommodate to the changing health care deliveiy scene. But I believe 
all of us should he acutely aware that they are at considerable risk in tins whole process 
for economic viability in general and. more specifically, for purposes ol this hearing, they 

• are at enormous risk when it comes to maintaining important educational programs. I 
helieve that the investment of Medicare monies in medical education is an excellent one 
tor our society and. if r.itionalized both in terms ot lumhers and toiimil.is by which the 
reimbursement is provided, is critically important to academic health centers, their 
educational mission, and their capacity to provide care in their eomimmiites. In the 

* current delieit reduction mode. I would remind you that these educaiioiial costs tor 
Medicare represent less than a one percent investment ot our trillion dollar health care 
enterprise. Theie are many opportunities for improving this system, but I urge the 
committee to carefully consider the potential long-term benetils to our society ot 
obtaining more value lor these funds rather than simply reducing the amounts ot inonev 
a v*a liable. 

'lliank you (or .illowing me to make this presentation. 
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Chairman Thomas. Thank you very much, Dr. Shine. 

Dr. Ludden. 

STATEMENT OF JOHN M. LUDDEN, M.D., SENIOR VICE PRESI- 
DENT FOR MEDICAL AFFAIRS, HARVARD COMMUNITY 

HEALTH PLAN, BOSTON, MASS. 

Dr. Ludden. Thank you, Mr. Chairman. 

" am John Ludden. I am senior vice president for medical affairs 
at vhe Harvard Community Health Plan (HCMP) where I have 
pracciccd psychiatry for more than 20 years. 

HCHP, as you may know, is now a partner in what is the largest 
and oldest HMO in New England, a nonprofit HMO. We have just 
about 1 million members, and we have 16,000 physicians. And per- 
haps most interesting to this committee is our long-term relation- 
ship with some of the Nation’s preeminent teaching hospitals at 
Harvard and related to Dartmouth as well as to Brown. 

I wo^M like to concentrate on about three different areas. 

Jne, I would like to review again some of the background of the 
current professional education and graduate medical education 
from the HMO perspective, to talk a little bit about the HCHP ex- 
perience as a model of a teaching HMO and to add to some of the 
recommendations which you have already heard for future action. 

In my view, education is a classic example of a public good and 
not a marketplace commodity. GME, as you have stateo, is nec- 
essary, so that our society can educate physicians for the future to 
take care of our children and grandchildren. But this marketplace 
IS changing and has changed radically, and it calls for changes both 
in how we finance GME and what that GME does. 

And furthermore, to add to that difficulty, I would just like to 
comment that changes in GME also require changes in under- 
graduate medical education which are more significant and, believe 
it or not, even more difficult to finance. 

Well, as you have already heard, GME comes to us primarily 
through cross-subsidies from service dollars that are received by 
teaching institutions and physicians, and Medicare has been the 
main focus for that at the Feaeral level. 

As we compete in a marketplace of HMOs in a region like New 
England — and I think this is true in other HMOs — we are increas- 
ingly having difficulty doing what we, as HCHP, already do on a 
voluntary basis, to support and finance GME. 

V/e do not experience difficult from our major teaching hospitals 
in their providing to us cost-effective and high-quality care, some- 
times at underlying costs that are lower than those of some of the 
larger community hospitals; that is, until you add in the require- 
ments that they face for medical education. 

As you have already heard, the changes in the health care mar- 
ketplace also call for changes in the supply and the skills of profes- 
sionals. 

Obviously you have already heard about the importance of re- 
cruiting and finding and training more generalists. What you may 
not have focused on yet is that physicians in the new world of 
health care require an expanded set of skills. 

HCHP and other HMOs have found recent graduates of GME 
programs incompletely prepared for primary care practice. Because 
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of that, the medical leaders at HCHP and Group Health ^socia- 
tion of America have focused on a new set of competenc.es and 
skills which are required, skills in cost-effective dehve^, skills m 
interpersonal care, and especially in .teamwork and obviou^v m 
providing effective care and in nianaging care and AnH 

are primarily skills that can be found in ambulatopr settings, ^d 
we need to shift our attention away from the hospitals to such am-. 

^'^Let°me^%st ^comment very briefly on the fact that HCHP is a 
model of a teaching HMO. We have put money into teaching re- 
search and community service, from the 

vpar historv’ including a teaching center and the first ever Uepart 
ment, cosponsored with Harvard Medical School, of Ambulatory 
Care and Prevention, which we cofund with them. 

We have developed new programs in primary care education wit 
the Brigham and Women’s Hospital, sponsored pnmary care 
r^idmicfes at other Harvard-affiliated hosp^als, and have spon- 
sored a psychiatry residency program with tlMb. 

m are looking to do this further, and we have Presently been 
reauired really by marketplace pressure to reduce our contnbu- 
[fons so that this year we will still be spending $2.5 million di- 
rectly on programs for mostly graduate, but some undergraduate. 

Let me try to skip to just four things in conclusion. f « 

Firs™ yod have already heard of the importance of allocating fi- 
nanc?ng appropriately to the sites of training, so that it can be fo- 
cused on the new marketplace. rpoeive 

Second, HMOs and other organizations should be able to receiw 

direct credit or reimbursement for their ongoing ei^enditures 
rectlv in support of medical education, including (jMij. 

Th^rd you have heard about the increase necessary in primary 
care I bebeve that financing should also be included for 

W“„Srshou.d .be 

arate from service delivery costs, so that in this competitive mar 
ketplace we can assure that education costs are quantified, justi 
fipd and directed appropriately. 

I would be glad to work further with you and answer any ques- 
tions later on. Thank you. 

[The prepared statement follows;.! 
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TESTI.'^IONY of JOHN M. LUDDEN, M.D. 
HARVARD COMMUNITY HEALTH PLAN 



Introduction 

i> . . I ^ ConiniitK.'.;. I ;im John l.uddcn, Ml). Senior \ iee 

risk cm lor Medical AMairsol the Harvard C'ommunits Health Plan (Ik'IIP) HCIIP is i 
panner ,n the oldest and largest health maintenance organization (MMOi in Neo lingland Our 
.sen nterger with Ptigrtnt Health Care creates a healthcare organization providing care and 
socage to nearlv one milhon members through 16.000 physiciatts and i 10 hospUals in 
.t>.xtehusetts. Rhode Island. New I lampshirc. Maine, and Vermont. Tlte.-e include some of the 

lu including Brigham and Women's (Harvard). Marv 

Hilsheoek iDanmouthland Rhode Island Hospital (Brown). 

I am pleased to have the opponunitv to testify today, and would like to: 

“ ns ir' "" isMies in health piotessions education from the 

1 1 MO pcrspccli\c. 

desenhe the IK IIP experience as one model for a “teach mu 1 1M( ):“ and 
o provide recommendations \W tiiture action 



Issues 



I dueation is a ela.ssie es.imple of a “publie good". Uraduale medical education is 
lies ess., ry il our society is he assured thai future generations of phvaeians will he available and 
skil ed ai prov iding eate lor us. our children, and our children's children. 

he ,1th r n”.""' ''"'’r- niace in a r.ipidly changing 

. ca C l, .ir c p acc. I hat marketplace calls lor changes in our cuiren, uraduate medical 
evl,,c., non imancng m.ulels the supply and skills of phy sicians and other pmetilioners tha, vve 
ediieate. and our educational approaches. 

^ “'',"'''”, 1^ (iraduate medical education has traditionally been llnanccd parllv ihroiiuh 
er;,ss-s,^sidies Ir.m, serv ice dollars received by teaching ins.itu.ions and phvsician;. MevlLtre 
,i ecu the prinetp;,. leder.il source ol such llnancing forgmduate medical edtic.ition. with 
Id Mo ving to and through , etching hospitals in the form of indirect inediea! education (IMI i ' 
and diiLct medical education (DM I ) payments. 

I Ins committee is well aware tha, increased competition and the rcoid evolution ol 
1 unage care aie a signilic.inl. m.irkel-bascd success story in hea'ih care. HMOs like the IK'IIP 

nnrkTh ' l""^ ''c'e'»gm/e that our success in developinu 

nurkc,-h.,sed compention lor Imaneing and deliv ering health care sorv ices has some 

consequenees tha, have to he addressed. And one ol'thein is tha, our currer, service -base, I 
. eehanism lor linanctng gradu.ue medical edneation cannot survive. I, is increasmglv'diflicul, 
to caching insmutions and physicians to pass along the cstra costs of e, Incation to pavors as 

m., c, <,MI la,c the same problem - a coinpe,i,ive market tha, limits premium increases win, li 

are the source of tiiuiiieinp. 

! Mv'^) i ■Mti.| ^^lpp|ya Jui_ skll|^|twlvd I he ehunges m the heahl, care marketplace also 
«.a!l tor eluuiites m the siippK .md skills of health professionals. 

I irst. I vvouhl reinforce wh.„ you have undouhicdly heard Iron, others. We need more 
g.'tcra IS, physicians .. and non physici.in practitioners ... who care lor patients on a long-term 

on prvveiilioii.ind health promotion 
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Second, we need physicians with an expanded set oi' skills. IICIIP and other HMOs 
ha\c found recent graduates incompletely prepared for priman* eare practiee. Beeause of this, 
medical leaders who are part of the Group Health Association of America (OHAA) have defined 
a set of core competencies for primaiy care physicians. Among the skills needed are; 

o Skills in the cost-elTcetive deliver)' of quality health care; 

0 Interpersonal and teamwork skills; 

0 The ability to provide effective care to diverse populations; 

0 Skills in managing care and making appropriate referrals; 

f!diicational models and sites ; Finally, the graduate medical education financing and 
deliver) svstem must adapt to this new environment and produce the physicians with the skills 
necessar)'. The significant shift in services from inpatient to ambulator)' settings leaves residents 
trained in hospitals ill-equipped to function as ambulator) eare practitioners. L-dueational models 
must adapt — with more education provided in ambulator) settings such as those available 
through HMOs - and the financing models must adapt to make payments available to those sites 
of training. 

HCHP's Commitment to (iMK 

Since its founding in 1%‘), Harvard Community Health Plan has been committed to 
teaching and research, the HC*HP corporate mission statement notes; ”Our strong service 
prouram also supp<irts teaching, research and community service. 

I ICl IP has been a national leader in defining the role of I IMOs in graduate medical 
education. I1C*HI’ continue.^ its commitment to these areas through its financial support for 
programs designed to develop innovative methods of delivering quality care, and to training 
future phvsicians. Let me provide some examples: our growing participation in medical 
education led to the crcatKMi i>f the IICHP Teaching Center and our co-sponsorship, with 
Harvard Medical School, of the Department of Ambulator) Care and Prevention (DACP). the 
first medical school department in the countr)' to be established and sited in an HMO. Its 
mission' the development ot educational and research programs for preventive medicine and for 
the practice of medicine in tlic ambulatory setting. 

. IICHP and the Brigham and Women's Hospital have jointlv developed a ncv\ 
model of primarv eare training for the practiee of adult primar)' care internal 
medicine. The program is specifically designed to allow each resident to achieve 
the broad competencies required for successful and salisfving primarv care 
practice. 

• l or 20 V .*ars. 1 1C*1 IP has also sponsored primar) care residency programs with 
the Cambridge and Mt. Auburn Hospitals, and in collaboration v\ith lour other 
Harvard institutions, sponsors a psvchiatr)' residenev program, which is now the 
largest in the I'nited States. 

. HCI IP has been exploring the possibility of establishing a more comprehensive 
training program for primar)' cure pediatricians interested in HMO experienee. in 
conjunction with Children's Hospital and lioston City Hospital. 

. flic I K*1 11’ Foundation also funds several fellowship programs, including a 

mental health fellowship, which focuses on applications of brief psychotherapv in 
the HMO environment, and the 'Hiomas O. I’ylc I-cllowship. which focuses on the 
appropriateness and effectiveness ol medical care. 

fhese activ itics have been supported through the IICHP Foundation, funded from 
premium revenues. It was original Iv intended that the IICHP Foundation would receive 1 1 2 
percent ol premium income, with about one-third of this percentage devoted to the development 
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ol teaching programs. Ilouctcr as I noted earlier, the market limits the ahilits to intile such 
financing, and HC'HP pro\idc.‘j such c.xampics. 



0\ci lime the demands ol the marketplace ha\e reduced the percentage contribution tt» 
the I IC UP Foundation so that it is well below one percent, with a consequeiil decrease in the 
percentage set aside for teaching. In recent years, the UCHP Foundation has recei\ ed a 
budgeted dollar amount, adequate to maintain ongoing programs, but no longeron a percentaue 
basis. In 1905. HCl IP's Foundation expects to spend over $2.5 million on support tor defined 
programs m medical education Hiese programs include graduate medical education but also 
include a grow ing commitment to undergraduate training and to innovati\e programs focused on 
the doctor patient relationship, nursing education, and. lor example, the pregnant teen violence 
prc'ention program. 



Put. as sa\ ings in health care costs become more and more a part of the eompetiti\e 
nurketplaee. these contributions are questioned. .*\s the market continues to force UC'IIP and 
other managed care organizations to become e\ en more cost competiti\e. the impact on 
program.^ for teaching and research will be dramatic. 

('oncliisions.^recommendutions 



c seek a liighK skillcil wi^rkfbrce of health professionals for the future, if we are tt> 
pri>duee that \u>rkforce. changes must be made in our graduate medical education programs. 

, \ Novation of I inane ing site of training - Ci.MI*. linancing should not alwa\ s be directed 
through hospitals. Financing should follow the resident and support clinical education and 
t! umiig in hospital and non-hospital sites, especially including ambulaior\ care sites. H.MOs and 
«uhcr organizations should rccci\'c direct credit or reimbursement for ongoing expenditures that 
directK support medical cdiicaiion. cspcciall\ includini’ (IMi:. 

J.J 19 proportion of Irainmi: slots for prinur\ care should be incre.KiNl - | o impro\ e the 
imbalance between specialists and primar> care pro\ iders. an adequate number of lesidenev slots 
must be in pnniar> care. 

1 i mMKinu should be design ated for no n-phvsieian nrimatx- earo | he 1 INK) eomnumit> 
rceogni/es the importance of mui-physician practitioners in the pro\ ision of primarv care, ami 
beliews that some CtMF. funds should be designated to finance the education and training of such 
pi.ietitioners. 



1 finanyinu should be broad-hased : I■inal 1 elng for graduate medical education 

must iiltimatcl\ be broad-based, and separated from the service deli\er>- costs. Such a separate 
financing system is required b> the increasingK competitne marketplace, and necessary to 
assure that education costs are quantified and justified. 



Mr. Chairiuan. I would be pleased to work with the committee .uid Us staff as vou 
de\elop proposals tor changes m financing health professions education, and to answer am 
quesiions that you ma\ base at this lime. 




19 



Chairman Thomas. Thank you very much, Dr. Ludden. 

Dr. Heyssel. 

GTATli’lvrP'NT OF ROBERT M. HEYSSEL, M.D., SEAFORD, DEL^ 

JOHNS HOPKINS HEALTH SYSTEM 

Dr Heyssel. Mr. Chairman, Congressmen, ladies and genU^ 
men,' I am Robert Heyssel. I was for 20 years president and CEO 

of the Johns Hopkins Health System. . 

Chairman Thomas. Doctor, I would tell you that Ae microp 
are very unidirectional, so you need to get right in front of it. 

?„' B"Sore°M\r>ou for the opportunity to give my 

"i: force funded by, Ae Commom 

wealth Fund of New York, looking into and examining the health 
and the future of the academic health centers. Then as now, our 
concern was the maintenance of the mission of education, both un 
dereraduate and graduate, and patient care and discovery in those 
fnsTtrons! whicf I believe are the best m the world and really 
the basis for our excellent medical care in this county. . 

A prominent part of that report, which was ^^^IJed APrescnption 
fnr Chance ” dealt with issues surrounding graduate medical edu 
cation In prepar^^^ for this testimony, I looked at that apm 
and there is very little that I would change, either in tenns 
findings or the?ecommendations with regard to graduate medical 

^‘^tS was published in 1985, and not much has happened since 

^^There were a number of issues identified then which are with us 
now T^e first issue is cost and how those costs are paiQ. 

Most of th- direct and indirect payments for resident education 
is from hospitals themselves, which in turn add those costs to inpa- 
tient bills Medicare, and where they can, pnvate payers as well. 
That source of payment is in jeopardy from both government pay- 
ers LTprivate insurers, as all payers seek lower cost hospitaliza- 
tions and alternatives to hospital care. This is particularly true o 

”Snd in graduate 

medical education. As managed care becomes a dominant "leans of 
fmnncinc and controlling the costs of medical care, we are probably 
nroducing more physicians than the country will need, fewer gener- 
Kt,Tnd™?e Vecialiats and aubspeoialiats of certam kinds than 

Tbfrd is the issue of the con rol of graduate medical education. 
As amply documented in the 1985 report, which in^cidentally I have 
asked the staff to make available those f 

ed to graduate medical education, the confrol ° 

iiate i^dicpl education is separate from the control of the 
of tL trafninc programs, the content of those training programs 
and requirements for accreditation of P^oSi'ams, all of ^ich are set 
by RRCs and the Accreditation Council on Graduate Medical Edu- 

cation. 
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This, in effect, controls the costs, the ultimate costs AnH tV,Pv 
of education and educational support is also en- 

K“re”r 

wen as thXosptaff “ oatpatient care as 

to a'^SlToV‘l?M’F® Th'‘* All payers should contribute 

1 L ^ V e • also profit from GME. The traim 

generalists, as noted earlier, is terribly important to man 

ofpS”bfsp"4L'irsp^ 

9Sr“ 

an?“4ll taVefc'tuT »f Phy-cians, as was note! earlier, 

Support sliould bo assurod for 3 VGsrs of pradnat^ TYic»^i/>oi j 
cation, essentially the .length of tli^ffor accredit n in 4ri^a™ 
care specialties Certein programs, such as general sureerv m^ 
require longer than that and should be supported to first ac^r’edTte 

°1 J ®abspecialties requiring longei , I would sueeest 

u°*u^ ^°and either from the indivifuals 

themselves, which was true in the past, professional fees of snon 

^°Anf programs, private scholarships, or other sources^ 

then finally support should be limited to the numSr of 

United sLtes^"^ medical schools in thi 

many details behind my comments, but I will be elad 
to answer any questions. Thank you ® ° 

Chairman Thomas. I want to thank all of you for vour snprinrt 
statements, and obviously there are going to be a series of aues 

Scur with^he^gentlewoma^ fromS: 

flnJI''®' V I think your recommendation 

WitWn th“,t ir'i = ™ry inSing ™e 

Within that envelope, how has this issue of specialists versus 
generalists been working out? ^pei-miisis versus 

I read something recently that indicated that the maioritv of 
students now are looking for residencies in Some‘S kind of 
family care environment or are interested in that specialty 
Is that true? In other words, is the problem of too mamy snecial- 
out theJe? generalists being addressed in the rLlVorld 

answers to that. First in terms of the 
percentege, this year, for example, approximately half of graduat- 
ing medica students selected residencies in areas which w^ would 
call general areas. In fact, there will be attrition, because a certain 
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number of those, even though they started in internal medicine, 
will end up as subspecialists, and it is more likely that you will be 
looking at something in the range of 30 to 35 percent of those peo- 
pie ultimately remaining in a generalist or a primary care environ- 

™Mrs Johnson of Connecticut. Is that higher than 5 years ap? 

Dr Shine Yes And that is the reason that I made the point thp 
I think the trends in terms of the distribution are in the right di- 

'^^The dilemma, from my perspective, is that the absolute immber 
continues to rise so rapidly that even though you increase the pro- 
portion who become generalists, the absolute number of subspecial- 
ists just continues to skyrocket. , , , ,.i_. • 

Mrs Johnson of Connecticut. Well, we looked at this issue m 
the last Congress. One of the suggestions was for the government 
to determine how many in each area should be trained. 

I am very uncomfortable with that, and I am interested in how 
ranidlv you sense the market is redirecting our resources. 

I am far more comfortable with the limit on the total number. 
And I think that is interesting in the context of Dr Hepsels pm- 
ment that we should not reimburse for forei^ medical education. 

Do we subsidize foreign medical students in our system to the 
same degree that we subsidize citizen education in our system. 

Dr Shine We do not subsidize at a Federal level the medical 
students. It is the fact that foreign medical ^aduates inter- 
national medical graduates, who enter our teaching hospitals, in 
fact get treated the same way as Americans. 

I ’would emphasize that I agree with you about micrompaging 
the work force. One of the reasons why I am enthusiastic about p 
absolute cap is it still leaves within the various orgpiptions the 
flexibility to decide how they are going to do the distribution. It lep 
market forces work, but it stops the notion that we are going to 
have a lot of very good, talented young people who spend ong peri- 
ods of time in training who are not going to have work. People 
whose training is being heavily subsidized, as your comments sug- 
gest, by the States, by the medical schools, by the universities and 

by the Federal Government. r • r f 

That is not a good investment of our resources if, in tact, they 

are going to be largely underused subspecialists. 

] 3 j- Heyssee. I would comment, I think in that regard that one 
of the reasons it is important to limit the length of time that you 
are going to support to first accreditation is that right now the pen- 
alty for spending 8, 9 years or going onto a subspecialty career in 

internal medicine is just not there. , i 

There is obviously a lost opportunity cost, but it is relatively 
small, and it is fairly easy to go on and get the training as a sub- 

^^Mr? Johnson of Connecticut. We now subsidize niedic^ edu- 
cation through Medicare. Should the subsidy situation be different 
for foreigh students being trained in our system than for citizens 
being trained in our system? 

Dr. Shine. That is going to be hard to do. 
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Mrs. Johnson of Connecticut. What I am thinking of is, everv 
State university charge's out-of-State students more than they 
charge in-State students. 

SHn'iE. I understand that. The dilemma is a certain number 
01 those international medical graduates are Americans who went 
oversep and are coming back. And the question is again: Does the 
fact that they got their education overseas mean that thev 
should •’ 

Mrs. Johnson of Connecticut. Well, I am looking at really 
noncitizen/citizen 

Dr. Shine. And then there is a separate question of the 
noncitizen. And the dilemma there is that in many parts of the 
country, those people are, in fact, providing care during their train- 
ing which is considered very critical. 

And second, there are some extraordinarily talented people who 
come that way. 

Mrs. Johnson of Connecticut. But they are talented. It is also 
a way of exporting a phenomenal level of achievement in American 
medicine which is important. There ought to be concern among 
Americans to be willing to train foreign medical personnel 
Dr. Shine. Right. 

Mrs. Johnson of Connecticut. But I do think we need to look 
to foreign governments for some of the kind of support that our 
government provides to the medical training setting for foreign stu- 
dents from countries that can afford it. I mean, it is one possible 
way of looking at this. I just thought I would get your thoughts on 

Then the last question I wanted to ask, because my time has ex- 
pired, J-hls specific issue about having the right to move residents 
through outpatient and ambulatory environments: Are you prohib- 
ited by Federal law, by Federal regulation, by tradition of 
accreditors what prevents you now from having residents rotate 
through those kinds of settings? 

Dr. Shine. The rules with regard to reimbursement are based 
primarily on ratios that are connected to beds and which limit the 
amount of time that the people can spend offsite. 

Mrs. Johnson of Connecticut. OK, thank you. That helps. 

Chairman Thomas. The gentlewoman’s time ha.s expired. 

The gentleman from California, Mr. Stark. 

Mr. Stark. Thank you, Mr. Chairman. 

Dr. Ludden, in your testimony, you indicate tliat HMOs have a 
great success story, and I suspect that if you live in the Boston or 
Cambridge area or if you live in the East Bay of San Francisco 
area where you either have your institution or Kiiiser Permanente 
that IS true. ’ 

But if vou live in Florida where you have IMC or Southern Cali- 
fornia where you have had Paracelsus, the HMO managed care 
community has some warts and marks that they might like to live 
down. If they were all as good as your institution, we would have 
a simpler problem. 

But you have been — and you are today complaining a little in 
your testimony about the fact, as I read it, that we pass money 
through in graduate medical education, and you somehow have to 
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pay this out of your pot, and because your competitors do not, you 
are at a disadvantage. 

Am I reading what you are saying right? 

Dr. Ludden. Yes. 

Mr. Stark. But I think you are wrong. You are a recipient of a 
block grant, and that is a term you are going to hear more of, un- 
fortunately. 

In the adjusted average per capita cost (AAPCC) you actually re- 
ceive funds the same as other institutions, because the way in 
which we reimburse you through Medicare, we lump in your share 
of the graduate medical education or indirect medical education, so 
you are really receiving it in your capitated payments. 

Now it may not be enough and you may wish it were more, but 
the fact is, that is how the system is designed. And I just suggest 
that we maybe ought to change that system for how we reimburse 
managed care under Medicare, but I do not think that it is fair to 
say that you are not getting the funds. 

And I am also concerned that HMOs have to avoid contracts with 
teaching hospitals, do they not? They cannot afford them. 

Dr. Ludden. Have to avoid them‘d 

Mr. Stark. Have to avoid them, sure, or price them so low that 
basically you will not be very attractive. 

Why would you ship out, if you were a Kaiser Permanente — I do 
not know enough about where you would ship — why would you con- 
tract with Stanford or UC-San Francisco? 

Dr. Ludden. We have — Harvard Community Health Plan has ex- 
tensive contracts — in fact, 30 percent roughly of the Brigham and 
Women’s Hospital is filled with Harvard Community Health Plan 
patients every day. 

Mr. Stark. You have a unique relationship there. But do you 
send any to Johns Hopkins? 

Dr. Heyssed. They should. 

Mr. Stark. Of course, they should. We know that, do we not. 

1 Laughter.) 

Mr. Cardin has informed me of that. But my point is, it does 
seem to me that the stand-alone HMOs, Kaiser, cannot afford to 
deal with Stanford, and in their minds, and I think rightfully so, 
they do not think they have to. They have a broad range of staff, 
of specialists. And that does not help Stanford very much. As the 
HMOs CTow in our area, there are fewer and fewer, as they get big- 
ger and afford more comprehensive staffs, who want to go there 
and pay the higher rates that the teaching hospitals, out of neces- 
sity, have had to charge. 

How do we solve that? 

Dr. Ludden. Well, I think a number of us were talking about 
this requirement for really broadbased financing of GME; that is, 
broader than simply even Medicare, but broadly across the popu- 
lation, so that we can separate out the public good educational re- 
quirements from the service requirements. 

As I tried to say, Brigham and Women’s can compete very well 
on quality and cost alone, as long as you take out the requirement 
that they also provide all sorts of education in the middle of it. 

Mr. Stark. Doctor — if I may, Mr. Chairman, just as I finish — you 
arc preaching to the choir. 
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It has long been a mystery to me as to how Medicare got stuck 
with supporting graduate medical education. It was an after- 
thought, as near as I can read, in the legislative history in 1965. 
But the fact is, we have. 

And the idea that the cost, whatever that is, ought to be — ^for the 
benefit that the public derives, ought to be spread more fairly 
across the spectrum, I agree with you. 

I am not sure politically we would be able to do that. I mean, 
we have a structure that is so historic — even with the new Con- 
tract With America, I do not think we are going to be able to 
change that, so we are going to fuss with it and adjust it. And 
maybe we can do that slowly. So I think in the short time-^, 10 
years — we are still going to have to find a way to subsidize, sup- 
port, reimburse under the structure we have. 

Could we erase it and start over? 

I would agree with you. But I am afraid that we are locked into 
this, and we have to worry now about cutting too much out, so that 
Dr. H^ssefs alma mater can continue to survive. 

Dr. Shink. Mr. Stark, I would just point out that that association 
with Medicare does provide an opportunity, that as risk-based 
managed care develops for Medicare patients, looking at the way 
in which those organizations which choose to take care of Medicare 
patients, choose to support graduate medical education, is one of 
the things that I think the committee could look at very carefully. 

Chairman THOMAS. The gentleman’s time has expired. The gen- 
tleman from Louisiana, Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman, and thank you, gentle- 
men, for testifying today. 

Dr. Shine, I am intrigued by your recommendation to freeze all 
positions in graduate medical education. 

When I am home in Louisiana in my town meetings and the 
issue of health care and rising health care costs come up, I often 
have one or two lawyers in the audience, and they will stand up 
and say: You know, the answer to the problem here is to quit re- 
stricting admission to medical schools, and you need more doctors. 
If you had more doctors out there, there would be more competi- 
tion, and you would get prices down and costs down. 

How do I answer them, and how does that gibe with your rec- 
ommendation? 

Dr. Shine. I think there are three or four answers. 

First, both the State and the government do not make the kind 
of investment in the education of a lawyer that it does in the edu- 
cation of a physician. 

Mr. McCrery. Thank goodness. 

Dr. Shine. Second, by \drtue of the subsidy, if you will, for edu- 
cation that comes through Medicare, we are using public dollars in 
order to influence the work force. And the question then becomes: 
Is the outcome one that you want? 

Third, medical providers are, in and of themselves, cost genera- 
tors. Whether you are in managed care or any other area, tne fact 
is that the more doctors you have, the more services are provided 
by doctors, and they are the most expensive. 

The issue from my perspective in this regard is: How do you 
move the system so that, in fact, we are using a spectrum of pro- 
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viders, including advance practice nurses, physician’s assistants, 
and others who are much more cost effective? That happens be- 
cause you educate in a different environment, not because you edu- 
cate more. 

And finally, in spite of this incredible increase that has been 
going on for the last decade or decade and a half, the supply issue 
alone has not solved the problem of more doctors in urban America 
or more doctors in rural America. I would suggest to you that is 
not a numbers issue; that is an organizational and a management 
issue. We are going to have to change the way we think about 
health care in rural Louisiana, whether we are talking about the 
use of teams of providers, managed care organizations that have 
responsibilities in rural areas, the role of telemedicine. 

There are a whole variety of issues. And I think the notion that 
we are going to solve that by saturating the market has not turned 
out to be true and will not be true if we just continue in the direc- 
tion we are going. 

Mr. McChery. Well, I appreciate that answer, and I would like 
to discuss it some more at a later date. 

But it sounds to me as if one of the problems is government got 
involved in the business and started directing resources in certain 
ways and produced results that are not necessarily those that were 
intended. 

And I find that — and I do not know nearly as much about the 
health care system as I need to, but the more I get into it and the 
more I see Federal dollars being spent, the more I see consequences 
and results that are driven by dollars, Federal dollars, more than 
they are by the needs of the communities, the needs of the health 
care system. I am wondering if maybe we ought to examine or re- 
examine the whole role of government generally in the health care 
system and in medical education, because it does seem to be driv- 
ing the system more than it is helping society. 

Since you mentioned rural health care and HMOs in the context 
of graduate medical education, what is the role of managed care in 
medical education? 

Dr. Shine. I think there is a potentially large role. You heard 
about one program which actually is quite good, but there are oth- 
ers around the country. 

One of the reasons that I think that managed care organizations 
would, in fact, be willing to contribute to the education costs is 
that, as you have heard, our current system does not educate indi- 
viduals in managed care environments, and therefore they are not 
ready to go to work in those environments when they finish their 
training. 

It would be in the economic interest of Harvard Community 
Health Plan or Kaiser to have those individuals, and therefore 
there is an opportunity for those individuals to get more training 
in those managed care environments. 

That is beginning to happen. It is costly, because outpatient edu- 
cation is costly. It is much less efficient to see a single patient in 
the outpatient than it is in a hospital with a whole bunch of pa- 
tients. 
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I would like vO comment that I understand the issue of unin- 
tended consequences. I used that term in my paper, because what 
you have described is, in fact, unintended consequences. 

I would emphasize, however, that these institutions are very 
fragile. Right now, we know that they receive somewhere on the 
order of $2.5 to, I think, closer to $4.5 billion in moneys that come 
from the practice of their faculties. And those faculties agreed 15 
years ago to use a certain amount of that money to do research and 
to teach. Probably two-thirds of that money that they earn net goes 
into teaching. 

As managed care organizations put the squeeze on academic 
health centers and those patient revenues fall away, there is going 
to be not only the problem of what they will pay, but the fact that 
faculties cannot earn enough money to subsidize the education. 
That is why these GME moneys are absolutely critical. 

My view is not whether they should be spent, but do you spend 
them in the way that is the most sensible as far as our society is 
concerned. 

Mr. McCrkuv. Thank you. 

Chairman Thomas. The gentleman’s time has expired. The gen- 
tleman from Maryland, Mr. Cardin. 

Mr. Carofn. First, let me thank the Chairman for holding these 
hearings. I think they are extremely important and that the future 
of the academic medical center is indeed somewhat suspect today 
in the new competitive environment. We need to look at different 
ways of reimbursing for graduate medical education. Medicare no 
longer will be able to foot the full bill, and the marketplace is not 
capable of dealing with these issues. And I compliment all of your 
testimonies today. 

However, it seems to me that you have acknowledged half that 
problem, and that is that the marketplace does not work as far as 
a financing mechanism for graduate medical education and that we 
need a broad-based financial source. I agree with that. 

In the bill that we were working on last year, we looked at a way 
in which all health care plans, not just Medicare but all health care 
plans, including the self-insured plans and the private insurance 
plans, contribute to graduate medical education. We then pulled 
these costs out of the rate base, so that all health centers could 
fairly compete within the new market. 

But on the other side of the equation as to how the graduate 
medical education dollars should be used as far as training profes- 
sionals for health services, there seems to be r o aCTeement, and 
some disagreement, as to what role government should play in 
order to make sure that we have more people trained in primary 
health care. 

Dr. Shine, I am not that impressed by the increase to 23 percent 
of medical graduates going into primary health care. The informa- 
tion that we have seen is that we need probably 50 percent. It is 
going to take a decade before we get the results of the people enter- 
ing medical training today in the workplace. 

And as all of you pointed out, we need to look beyond just physi- 
cian training, and toward training of other health care profes- 
sionals in primary' health care. 
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My question is, if the Federal Government establishes the finan- 
cial wherewithal so that GME can be pulled out of the burdens of 
the health centers in their rate setting, so they can use it through 
a pooled source, do we not have a responsibility at the national 
level to make sure that the training dollars are, in fact, spent to 
train more people in primary health care? 

Dr. Heyssel. If I could speak to that. Congressman, I haye a 
problem with setting absolute numerical limits on anything in a 
profession which is so dynamic and is chanmng so rapidly over 
time and where there are new entrants into the field in the sense 
of providing primary care. 

I do not know whether the number is 50 percent or not, who 
should be generalists, or whether it is 40 percent or whether it is 
70 percent in the long haul. And I do not think that any of us could 
make that judgment with a great deal of certainty. 

I remember when I first started at Hopkins, the Federal Govern- 
ment had special programs to train psychiatrists and radiologists 
because there was a shortage. It is the Federal Government who 
decided that there is a physician shortage in the late sixties and 
led to 15 more medical schools. 

So I do not know how in a dynamic, changing society you can 
make those judgments, and I think that the marketplace that is 
now occurring, plus limiting the amount that you are going to pay 
and the length of time you are going to pay, will, in itself, begin 
to take care of the problem. 

Mr. Cardin. I agree with you that I do not know what the exact 
number is. I disagree in that I do not believe the marketplace will 
be the best barometer of who should be trained. If history is any 
lesson to the future, we have encouraged the training of more cost- 
ly health care professionals, and each one of these individuals have 
been able to make a comfortable living under the current system. 

Dr. Heyssel. Congressman, part of that is the absolute distor- 
tion in the fee schedules. You know, not all people are really after 
money. But if you come out of medical school with a significant 
amount of debt, and you can make significantly more as a proce- 
dural cardiologist or as an ophthalmologist or some other thing 
rather than as a pediatrician, that is going to drive you a little bit 
in those directions. 

Mr. Cardin. No question. 

Dr. Heyssel. And if we change some of the incentives that drive 
people to do those things, I think you would change very rapidly 
how people behave in terms of entering the profession and doing 
what they are doing. 

Mr. Cardin. And we have tried that. You have made some of 
those changes. 

Dr. Shine. But, Mr. Cardin, if I could just comment, in 1978 the 
institute issued a report recommending 50/50. So I come from a po- 
sition where 50/50 made sense. 

The fact of the matter is, first it is clear that managed care orga- 
nizations use far fewer physicians, so that if you do the calcula- 
tions, the number of generalists we require in an absolute sense is 
not 50 percent of the current work force, because, in fact, what is 
happening is, their ratios are such that without much of an in- 
crease — with some increase, but with nowhere near the kind of in- 
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crease that you and I thought needed to be present, they, in fact, 
are going to come close to having the work force they neea in terms 
of generalists. 

The dilemma is the fact that the subspecialists begin to grow. 
And I would just remind you that in Southern California last year 
at UC-San Diego th^ hired a cardiologist for $70,000 a year, a gas- 
troenterologist for $72,000 a year, and a general internist for 
$110,000 a year. 

Now I believe my medical students — and I still teach at George- 
town — are smart enough to know that. And I am less worried about 
the ratio, although again the institute waved that flag going back 
to 1978. I am much less worried about the ratio now as I am about 
this enormous surplus of subspecialists. 

Chairman Thomas. The gentleman’s time has expired. Does the 
gentleman from Nevada wish to inquire? 

Mr. Ensign. Thank you, Mr. Chairman. 

I come from a little bit of a different background, and so I would 
like to inquire just to try to learn this. I am a veterinarian by pro- 
fession, and we work a little differently. The teaching hospitals do 
get some governmental subsidies, but I do not think in the same 
way that the practice of human medicine does. 

For example, a specialist in veterinary medicine actually makes 
less than a general practitioner. But yet we still get the best and 
the brightest who want to be specialists simply because of the love 
of doing surgery, orthopedic surgery, ophthalmology, whatever it is. 

Using that as a backdrop, I just wanted to say that from my ex- 
perience, residents and interns were slave labor. I mean, my year 
as an intern, I made $14,000 a year and worked 80 to 100 hours 
a week, the equivalent of less than $3 an hour. 

As I recall, the institutions loved us because the more interns, 
or more residents, they had, the better they did, because we were 
very cost effective. 

I do not understand why it costs more money per resident on 
their education. 

Do you understand my question? 

Dr. Shine. I am not sure. The fact is that there are a significant 
number of institutions in the United States which are using resi- 
dents in a way that is better than it was 15 years ago. but is not 
inconsistent with the role you described for residents auring your 
training. 

That is the wrong reason for having residency programs. Resi 
dency programs should be first educational and second, they should 
prepare people for the kind of practice that they are going to need 
to use. And that means how do you help elderly people learn to 
stay in their home, rather than take care of them in tne intensive 
care unit. 

So I think what we are saying is that the kinds of changes we 
want to see happen are ones which have less to do with the acute 
day-to-day needs of the hospitals where the training goes on and 
more to do with providing care outside of the hospital, providing 
care for underscrvcd populations and underscrvcd areas and doing 
it in a way that is sensible in terms of the long term. 

As far as the subspccialist is concerned, what I am concerned 
about is that we are already seeing underemployed and unem- 
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ployed subspecialists. We had a recent situation in which several 
managed care organizations laid off large numbers of subspecial- 
ists. 

To have a system where you were trained as a subspecialist in 
veterinary medicine and then find there is not any work, it seems 
to me, is a tragic misuse of public resources in terms of what the 
future holds. 

Dr. Heyssel. If I could comment, that is the reason to limit 
again the amount of len^h of time and support you are going to 
give as well as limiting the number of slots you are going to fund 
from whatever pool you get it from. 

But I also cannot help but remark Dr. Shine, when you said the 
Institute of Medicine liked the 50/50 ratio, it was also the Institute 
of Medicine and the committee that I served on that said we need 
4 beds per 1,000 population in this country in the seventies, which 
number seems a little offbase today given the changes. 

Dr. Shine. We jessed the direction but not the velocity. 

Dr. Heyssel. That is right. [Laughter.] 

Dr. Ludden. I just want to make the point that the HMO pri- 
mary care practice frontline, it has to do with the skills and train- 
ing, not the number of procedures or the number of services that 
can be done by something which maybe used to be slave labor but 
certainly is not now. 

And that is a terribly important change in the way all of these 
developments work, so that we concentrate more on putting to- 
gether those skills. And that really is a different world than it used 
to be 5 or 10 years ago. 

Mr. Ensign. Right. Well, during residencies, your pay is very, 
very low compared to what your services are worth, maybe not at 
the beginning, but at least your latter couple years of your resi- 
dency. 

But it was looked at as a tradeoff, that you are getting that expe- 
rience, and you are providing a very valuable service, and you are 
learning. That is the reason that you are exposed to the specialists 
and the senior specialists, ana that was a tradeoff in the 
residencies. 

I guess my whole question about this is, is it necessary to sub- 
sidize number of spots, and how do you do that across the country? 
Who gets what spots where? 

Dr. Heyssel. Well, that has always been the dilemma. I guess 
you could do it at the Federal level and apportion it some way. You 
could do it at the State level and apportion it some way. And that 
always seemed to me to get us into the problem of — what should 
I say — indirect control of who got the slot preferences and so forth. 

The other way you could do it is, we know how many medical 
students are graduating every year, and we know how many years 
we are willing to support their training after that in graduate med- 
ical education. Why not give them a voucher that goes with the 
student from this pool of money and let them apply wherever they 
would? 

Dr. Shine. Could I just point out, in terms of my proposal to 
freeze, I am talking about freezing in place; those institutions 
would have the same number of physicians as an institution that 
they have now. But if they want to add generalist positions — and 
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many will, because they want to do more managed care and Medic- 
aid managed care — they would have tc -^otract them from their 
subspecialty slots. 

If they downsize, the total number of residency slots in an insti- 
tution was diminished, you would diminish the total pool. You 
would not necessarily go and let somebody start a new program. 

Chairman Thomas. Does the gentleman from Illinois wish to in- 
quire? 

Mr. Crank. Thank you, Mr. Chairman. 

Dr. Ludden, in your conclusions and recommendations, you point 
out that graduate medical education financing should not always 
be directed through hospitals, and you go on to state that HMOs 
and other organizations should receive airect credit or reimburse- 
ment for ongoing expenditures that directly support medical edu- 
cation, especially including GME. 

Do you think that Medicare should pay any of these entities? 

Dr. LunnKN. I think that however — I mean, we do get payment 
from Medicare for those patients that we have. What we need to 
be able to do is to focus our resources and use them in an innova- 
tive way directly in medical education as such. 

With the money that we have been able to put together over the 
years, we have been abie to affect the training programs of the 
Harvard and other related institutions in a positive way toward es- 
tablishing more primary care and making the skills something 
which are more nearly what we are going to need in the future, so 
that it has to do with being clear on the spending side that HMOs 
and managed care need to have the opportunity to effect that 
change at tne local level to make sure we get the right skills. 

On the revenue side, which is a lot of what our discussion has 
been about so far, I would favor a more broad-based approach to 
financing. 

Mr. Crank. Dr. Heyssel, Dr. Shine, do you share the same view? 

Dr. Hkysskl. The view of a broad-based approach to support and 
that the money should be able to go to a different entity than a 
hospital? Yes, I do. 

I would think that since hospitals are needed for treatment as 
well as ambulatory care sites, that an organization that was pri- 
marily involved in ambulatory care and a hospital could form a 
consortium around that, where the money went to that consortium 
rather than to the hospital alone. 

Dr. Shink. My view is that there is merit to moving it away from 
payment supply to the hospitals. I would recommend that it be the 
educational institutions that are responsible for education of train- 
ees, and they ought to be in a position to determine the kinds of 
sites, the contents of the education that is required, and they would 
then be able to reimburse the players in the consortium. 

In other words, what I am concerned about is that there are obvi- 
ous exceptions, depending upon locality, but I am concerned that, 
“a consortium” as to have some kind of a lead agent which is re- 
sponsible for how the money is used, and I would suggest that it 
snould he the nursing school, the dental school, the medical school, 
whichever is responsible. 

Dr. Hkysskl. I think there is a problem with that in the sense 
that the residency review committees and others are, in fact, the 
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ones who set the content of the curriculum, not the medical schools, 
which I think is what Dr. Ghine is referring to. 

And I see no real problem with money going to a consortium that 
is properly put together. My presumption is it would have to have 
a board; it would have to have votes; it would probably have to 
have a corporate structure of some sort that could receive funds. 

So I see no problem with controlling either sites or the content 
under that sort of structure with proper approaches. Medical 
schools should be a part of that certainly. 

Mr. Crane. Thank you very much. 

Chairman Thomas. Does the gentleman from Texas wish to in- 
quire? 

Mr. Johnson. Thank you, Mr. Chairman. 

You all intrigue me with your differences, and I am amazed that 
you feel the same way I do. It appears to me from what you are 
saying, that you are saying there are too many doctors right now. 
Is that true or false? 

Dr. Shine. I think we are at that point, and all of the signs are 
that that surplus is going to increase. 

Mr. Johnson. Then do you think we still need 229 major teach- 
ing hospitals in this country? Anybody. 

Dr. Heyssel. Well, I think 229 major teaching hospitals probably 
overstates it somewhat, since the really primary affiliated teaching 
hospitals in the United States number something around 115 to 
130, I would guess, and then many others have smaller teaching 
programs. 

I think the question is whether we need to be training as many 
people as we do rather than how many hospitals we have doing it, 
number one, and, number two, the question of where the sites of 
training really ought to be. And I repeat what I have said before: 

I think those sites of training need to be broadened considerably 
away from the hospital both for educational reasons and other rea- 
sons. 

Mr. Johnson. Do you think that some of these mobile hospital 
units that are now being tested in the Southwest could provide 
some training capability as well? 

Dr. Heyssel. I think that training can occur wherever there is 
good medicine practiced. 

Mr. Johnson. Wherever. Especially with the ability to hook up 
via satellite with a good doctor somewhere, it would seem to me 
that we could make use of the really good guys in our country to 
help train all our doctors. 

But it appears to me that — go ahead; excuse me. 

Dr. Shine. One, as far as the number of hospitals is concerned, 
the market is going to do a lot with regard to that. I mean, the hos- 
pitals are consolidating. A lot of those hospitals 

Mr. Johnson. Well, it will and it will not. Does it not depend 
upon the educational institution involved? 

I know the University of Texas, for example, does not want to 
give up their two medical centers. 

Dr. Heyssel. I would bet not. 

Dr. SillNE. The point is that out of that 229, 1 mean, we have 
already begun to see consolidations. We have seen it with the Med- 
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ical College of Pennsylvania and Hahnemann. We are seeing new 
confi^rations taking place. 

I think there is going to be a lot of pressure. And I do not know 
what the number is going to be. It is hard for me to predict that. 
There are going to be both political and economic forces that influ- 
ence it. 

But as Bob says, the issue from our perspective is how do you 
get good training. If that is in a mobile unit, if it is a rural system, 
if it IS telemedicine, that is fine. 

The one thing I want to emphasize, though, is that it is not nec- 
essarily all going to be physician dependent — that is, when you talk 
about rural sites, when you talk about urban sites, as well as the 
rest of the system, managed care has learned to use a variety of 
other providers — nurses, physician’s assistants, community health 
workers — and we have got to get away from the notion that every- 
thing is going to have to be done by the doctor. 

And second, we have got to have an educational system in which 
young people learn how to work with those various players in a col- 
legial way, how to interact with them and provide care. 

And I think one of mv concerns, which may be an implication of 
your question or an inference of your question, is that while it is 
true that I would like to have doctors learn from those mobile 
units, I do not believe we are going to solve the Nation’s health 
problems on the basis of trying to maintain every local site as a — 

Mr. Johnson. Well, now you have gotten to the good issue. \^y 
is Medicare pa^ng for medical education? See, that is the real 
issue. Tell me the answer. 

Dr. Shine. I think that it is very clear that it is in the public 
interest to prepare young people appropriately for careers in medi- 
cine and that — 

Mr. Johnson. But think about Medicare. What is the Medicare 
system for? 

Dr. Shine. It is for taking care of elderly patients. 

Mr. Johnson. So we should train young people to take care of 
young people, so the elderly can have medical care; is that true? 

Dr. Shine. No. What we need to do is to train young people who, 
in fact, will be prepared properly to take care of elderly people. And 
second, we need to do that under circumstances in which they are 
being trained in facilities and in locations, both urban and rural, 
in which they are able to take care of disadvantaged people, people 
who cannot travel, people who have a variety of other medical dif- 
ficulties. 

Mr. Johnson. Right. 

Dr. Shine. And that is what we are 

Mr. Johnson. And in addition — excuse me — the gentleman over 
here indicated there was some indecision or lack of precise designa- 
tion by a unit here in Washington, for example, your institute, the 
National Academy, I do not believe that any one person in Wash- 
ington or anywhere else can dictate what is going to happen. 

All of you seem to say that the system will take care of itself, 
if you let it. It will sink or rise, whatever is needed. Is that true? 

Dr. Heyssel. I think it will if the incentives are right. I think 
Dr. Shine is absolutely right. How many teaching hospitals we are 
going to have and how big or large they are going to be 10 years 
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from now, I think is an absolute unknown, because clearly patient 
care is shifting out of the hospital. It is shifting to simpler sites. 
And there will be consolidations; they are occurring in many parts 

of the country now. , , . . , • 4 .- 

So I agree with the point; I do not think in a dynamic situation 

you can predict absolutely. . • Ui. 

Mr. Johnson. Thank you very much. I appreciate your straight- 
forwardness. 

Thank you, Mr. Chairman. n.. . . 

Chairman Thomas. Questions? Let me try to pull tins together. 

I have a series of questions to ask. , , , ^ j j 

Dr. Shine, I am really at this point not worried about unintendeU 
consequences. My problem is that looking at the current pic^re, 
one in terms of the profile of medical graduate training and where 
they are and who they are and how it is financed, that we have 
got a big enough problem with all of the knowledge that we have 
without worrying about the unintended consequences. 

For example, the gentlewoman from Connecticut was concerned 
about the foreign medical graduates, and you coirectly indicated 
that a number of them are Americans who got their medical train- 
ing overseas. ^ A j 

We also have the foreign-born medical graduates. And it we 
begin to deal with that in terms of a limitation, you pretty well can 
wnte New York City off the map, since about 30 percent of the 
graduate medical students in New York fit the profile of either for- 
eign medical graduate or foreign-bom medical graduate. 

In addition to that, I agree totally with my collea^es who have 
said that it does not make a whole lot of sense te fund graduate 
medical education solely out of Medicare, especially when you rely 
so heavily on the hospital portion, which is a diminishing institu- 
tion relatively still significant but relative to the other changes. 

So when we are sitting here trying to figure out a way in which 
we accomplish a clearly desirable societal role — that is, the training 
of medical students— how do we create or recreate a funding struc- 
ture that does not put government, as the gentleman from Louisi- 
ana said, in the role of determining who gets it, and where they 
get it. You know, it is almost like an industrial policy for medical 

education. . 

I am trying to figure out a way to deal with ^t. 

You follcs have ofTered a couple of solutions, and I want to ask 
the relative importance of the options as you have presented them 

^[withstanding our desire to come up with a completely dif- 
ferent way in which we fund— let us just assume we are to 

be living with what we have got and we can tweak it a little bitr- 
I understand the direct medical support. I do not fully understand 
the indirect medical support, except it is another way to get 
based upon the patient profiles, and I understand the caseload and 
the way in which you get disproportionate share because of where 

^Tf^we could say that Medicare— if we did not change anything 
else, but we just said Medicare was only going to fund the 3 years, 
and that is all that Medicare is going to fund— are we a big ^ough 
gorilla to drive the structure so that you would then, by virtue ot 



J I 




34 



only funding the 3 years, positively shape the mix in medical edu- 
cation? 

Dr. SHiNTi:. I am going to let Bob comment on that. 

Could I just, Bob, say that the proposal I made for a freeze 

Chaiman Thomas. Well, I want to get to that. 

Dr. Shii^. [continuing]. Deals with the New York situation. I am 
not proposing downsizing. 

Chairman Thomas. No, I understand that. 

Dr. Shine. But what I am suggesting is — and I think you could 
be creative, you could have a situation in which you have a freeze, 
^at jmu provide a certain amount of GME money, and that New 
j example, to the extent that those institutions began 

to develop training programs for nonphysician providers in those 
hospitals, may not lose the money; that is, that there be some re- 
ward to them for making those transitions rather than — as you 
know, they have added 3,000 to 4,000 residents in New York City 
over a short period of time. 

So I think — I am very sensitive to that, and that is why you did 
not hear a proposal from me about limiting foreign medical grad- 
uates at all. 

Chairman Thomas. I understand that. But I have a multiple 
problem in the area that you discussed, and that is the way in 
whkh medical schools and the teaching hospitals operate, that not- 
withstanding the economics driving folks to pick particular posi- 
tions, in many situations, given the profile of the patients and the 
very location of the teaching hospitals and the significant medical 
and technical aspects involved there, it is a little bit like folks 
going to college and wanting to take a particular course but finding 
out it is closed, and there are openings in other areas, and frankly 
you take what is available. 

And many times because of the type of programs and locations 
of teaching hospitals, you inevitably wind up producing a profile 
which is not the most desirable. And then you say: We also want 
these same structures in these same locations to carry out the 
health care professional training of nondoctors in a context of more 
and more managed care, where frankly a lot of the training is more 
interpersonal in administrative skills along with working along 
with nondoctor health professionals in locations that are not tradi- 
tional hospitals. 

You cannot do that with where they are and the profile of the 
patients that they have. I agree with the idea of a freezing. I want 
to pursue the idea of a 3-year limitation. And clearly we want to 
release the money and figure out a way in which it finds its home 
at where the teaching— -whoever it is and whatever they are 
doing — is done best. 

But we have got to do all three of these things and more. But 
I cannot, in the timeframe that we are dealing with. This is where 
I unfortunately agree with my friend from California — I would love 
to fundamentally change the way in which we finance it, because 
it does not make sense. It is part of a historical anachronism that 
grew up, because this was a device that was there, and we hooked 
it on, and frankly there were political deals made between rural 
and urban sites. That is where disproportionate share came from, 
because you could pump money into the urban through dispropor- 
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tionate, and you got money different ways for rural. That is all the 
political history of where we are. 

If we want to change it, we have to start with where we are. And 
so if we put a freeze on the total number of folks financed, if we 
limited the Medicare money to 3 years, and if we figured a way to 
allow you folk to make the decisions of how you operate within 
those two parameters, and we created a mechanism to allow money 
to go where you folks, in your training and teaching and educating 
capacity, decide best where it should be used — ^is that a big enough 
change to have an impact on the marketplace, on the profile of doc- 
tors and other health care professionals? 

Dr. Heyssel. I think the 3-year limitation, if it were absolute, 
would have a real impact. 

I also, I think, said that, you know, there are certain programs 
that really ought to go beyond 3 years; for instance, surgery, gen- 
eral surgery. 

Chairman Thomas. But can we not find a way to fund that out- 
side of our payment, which then creates a real choice factor there 
that if folks want it, they are driven to do it. 

Dr. Heyssel. Congressman Thomas or Chairman Thomas, let me 
give you a story; let me give you a story, though, which makes me 
hesitant about making these things change. 

For 20 years at Johns Hopkins Hospital, the hospital, unlike 
most other places, did not fund fellowships leading to subspecialties 
in internal medicine, in any subspecialty in internal medicine and 
in some other areas. 

And as you are probably aware, we have some of the largest 
training programs in these subspecialties in the country. And 
somehow or other, my colleagues on the faculty found ways to get 
money for that, generally from their own professional fees, I will 
say, more often than not. 

To the extent that that is in jeopardy now, whether that would 
continue or not — but I am just saying that there are always other 
sources of funds for people to use, if they really are interested in 
a particular training program. And they are; that is their stock in 
trade and understandably. 

Chairman Thomas. No, I agree with you, because we have only 
complicated the problem because the traditional source of funds — 
largely from that excellent faculty, making money in the fees and 
the structure — is less and less available because of the patient pro- 
file in medicine. 

Dr. Heyssel. Right. 

Chairman Thomas. The other concern I have is, you indicated a 
structure that grew up at Johns Hopkins which was not driven by 
government funding, but by a felt need. 

Does it make sense to redirect where the money goes into the 
system? That is, do you really believe we can get a top-down ref- 
ormation, or would it go faster and would it be better if we did a 
bottom-up; that is, we funded the folk who were looking for the 
training and the assistance? 

And you mentioned, I think. Dr. Ludden, a voucher where folks 
would go where they believed they were being provided with the 
best education and training for their particular interest. And I 
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think today, clearly, it is a top-down structure. I think that has 
also driven specialties. 

My former business was teaching in college, and I always loved 
to teach specific areas and narrow specialties. Graduate focus is a 
lot more fun than teaching GE courses. And I think most people 
get a satisfaction out of working in narrower structures. And they 
bring people on, and if there is no limit to that, you wind up having 
the structure itself specialized. 

But if the students were looking with less of a reference to the 
marketplace than perhaps we would like — to the degree that the 
students are the ones who spend their dollars where they think it 
makes more sense, I think you get a “small d” democratic struc- 
ture, but also one that is more market oriented. 

What is your reaction to that? 

Dr. Luddkn. I react very positively to that general set of ideas. 

I think that anything that goes beyond your original statement, 
which was let vou guys figure out what to do with it, which I think 
is something tnat has been tried and does not work and just in the 
ways that have been described here, that the kind of thing that you 
are suggesting — ^that is, to have the funding follow the resident — 
would De very positive and would allow us to be able to work on 
developing the kinds of innovative programs that are not just what 
primary care physician spots are open next year, but what kind are 
going to be open in 10 or 15 years. 

Chairman Thomas. And if you make it the 3-year provision, then 
it is in part up to those folks to figure out how, if they want to go 
beyond that, tney have got to come up with funding to do that. But 
we know that we get them as far as we think it is essential that 
they need to go for society. And if they want to go for themselves, 
they go beyond that. 

Dr. Shine. My response to your first formulation — ^you asked the 
question — my answer would be yes. I think the things that you out- 
lined would make a significant and profound difference. 

Second, I do have some concerns about the mechanisms with re- 
gard to how you carry out the proposal you have just made in the 
sense that you have to hold the people who are in charge of the 
training or the education responsible for the outcomes of the edu- 
cation. 

And the question again is: If the financing is separated, you have 
got to figure out how we connect these in terms of making sure 
that the overall educational venture is, in fact, a satisfactory one. 

I would just point out to you that if you have some flexibility 
with regard to the rules about where people can train, a lot of the 
things that are happening in the market now and are happening 
with public policy will encourage, the “top-down” people to respond. 

In New York City, for example, the cuts in Medicaid are clear- 
ly — they are inevitably going to move to much more Medicaid man- 
aged care. They are going to have to take care of those patients in 
a much better w^ outside of hospitals. 

If there were flexibility in terms of the ways to pay for it and 
if those institutions in New York City had the opportunity, I would 
be very surprised if they were not prepared to enter into a very ac- 
tive program of residency education in Medicaid managed care in 
the city of New York, 
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What I am trying to say is, I think there is a potential synergism 
that is both top-down and bottom-up in terms of what is happen- 
ing. 

But incentives right now historically have not been there. If the 
incentives get changed, people behave differently, as you well 
know. 

Chairman Thomas. Well, I think one of the more positive stat^e- 
ments that has been made is that I would love to have these struc* 
tures that obviously have produced some of the finest doctors in the 
world to continue to work more intensively with nondoctor health 
professionals, nurses, and others, so that they are educated in the 
same general structure working with each other, so that when they 
move out into the health care world, there is not that historical 
hierarchical relationship, almost dictatorial, because that is not the 
case in the real world, and it would be very healthy, I think, to 
pick that up at an earlier period in their development. 

OK I appreciate very much your testimony. You folks are an 
enormous resource for us, given the time and the histoiy that you 
have spent but more importantly your online observations of the 
changes that have been made and your attempts to adjust in this 
real-world situation. 

We will be back to you as we develop some of these themes in 
terms of trying to change the funding. It has to change. We want 
to understand the changes and deal with the unintended con- 
sequences as they come. 

How far we can go is unknown now, but we have to move. 

Thank you very much. 

Our next panel — Ruth Hanft, Stuart Altman, and Michael 
Carter — thank you for being with us today. Anv written statement 
that you have will be made a part of the record, without objection, 
and you may proceed as you see fit to inform and educate us in this 
area. And we will start with Dr. Hanft. 

STATEMENT OF RUTH S. HANFT, PH.D„ PROFESSOR, DEPART- 
MENT OF HEALTH SERVICES, MANAGEMENT AND POLICY, 

GEORGE WASHINGTON UNIVERSITY, WASHINGTON, D.C. 

Ms. Han^T. Thank you, Mr. Chalrmi n. 

Mr. Chairman, members of the subc; ''.mittee, I am pleased to be 
here this morning to talk primarily t. it the direct support, of 
medical education through Medicare and her sources and also to 
raise the issue related to the difficulty in supporting primary care 
and ambulatoiy care education. 

I am a professor at George Washington University. 1 would like 
to highlight key points that are in the more extensive testimony 
that I submitted for the record. 

Currently the majority of direct support for GME in the United 
States comes from public and private third-party payers, the pa- 
tient care revenues that flow primarily to the hospitals. These reve- 
nues support the salaries and fringe benefits of residents and in- 
terns. They support stipends or salaries to the t^'jaching physician, 
the supervising physician, and they support the various ancillaiy 
services such as supplies, classrooms, et cetera. 

Medicare makes a specific direct education payment to teaching 
hospitals based on the average per-resident cost at that specific 
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hospital in a base year inflated by the CPI, and there is a limit on 
the average payment after the fifth year of training. The formula 
also includes the ratio of Medicare patient days to total hospital pa- 
tient d^s. And in 1994, it is estimated that Medicare paid $1.6 bil- 
lion in direct costs to teaching hospitals. 

This is not the only Federal source of support. Federal direct 
support also comes from the Veterans Administration and from the 
Department of Defense in their support of the residents and in- 
terns in the VA and the DOD facilities, and this is about 12 per- 
cent of the total residency support in the United States. 

A number of States recognize direct medical education costs in 
their Medicaid payments and in their Medicaid reimbursement 
methodology. Stetes also provide additional support through appro- 
priations to their university hospitals and clinics, which is a declin- 
ing source of support. Appropriations to county and municipal hos- 
pitals also provided support for residency programs. And finally, 
title VII of the Public Health Service Act provides about $60 mil- 
lion a year for special programs to support primary care education. 

Private payers support graduate medical education as well. Al- 
though this support is not directly identified, it is incorporated into 
the cost or the charge base of the hospital. And as you nave heard, 
as discounting continues, this source of support will end. 

The major problem is that there is no basic source of support for 
education outside of the hospital, and as you heard from others this 
morning, this is where the education really needs to move to sup- 
port managed competition and the managed care environment. 

The Medicare program at the moment, except where the hospital 
will continue to pay the salary, does not provide support in HMOs, 
in public clinics, or in other ambulatory care settings that train 
residents and interns. 

Thank you very much. I w^ould be pleased to answer any ques- 
tions that you might have. 

[The prepared statement follows:] 
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TESTIMONY OF RUTH S, HANFT 
GEORGE WASHINGTON UNIVERSITY 



My name is Ruth Hanft. 1 am a Professor of Health Ser%nces, Management and 
Policy at the George Washington University. 

Mr Chairman, members of the Subcommittee. I appreciate the opportunity to 

discuss the direct support of graduate medical education and the issues related to the 
current methods of support. 

TTie evaluation, structure and financing of graduate medical education is ver>’ 
comolex involving all aUopathic medical and many osteopathic alleges, 
approximately 1200 teaching hospitals, over 90,000 mtenis imd resident and 
numerous clinics, faculty, and preceptors. It is also a cr tical component of the 
pro\nsion of indigent care in the United States. 



TTie major issues today include: 

• The size and cost of the enterprise ... • 

• The appropriateness of the specialty distribution as between 
primary care and other specialties 

• The mismatch between the structui*al changes in the health care 
delivery system, the structure and locus of current training 
programs, and their financing. 

Structure of Graduate Medical Education 



Medical education to the MD level is focused within and under the control of the 
medical school; graduate medical education, in contrast, tends to be hospital-based, 
with the direction of the program under a program director. The program director 
may or may not be the Chairman of a medical school department, a faculty member, 
the director of a hospital sen-ice or a designated attending physiaan at the hospital. 



TTie accreditation bodies and processes are difl'erent for undergraduate medical 
and graduate medical education. Yet the education process should be a seamless 
continuum Medical and graduate medical education arc a cascade process for clinical 
education, invoK-ing teaching physicians, chief residents senior residents, jumor 
residents and interns, and 3rd and 4th year medical students, lYequcntly, 
particularly in academic health center hospitals, other health professions students 
participate In each successive year, the medical student or resident assumes 
greater responsibdity for patient care, moving from obsen-er to p^icipmt to qua^- 
independent provider under greater or lesser supeivision of a teaching physici^an. The 
degree of independence varies widely and is dependent on the capabilities 
student, the specialty, complexity of the case, philosophy of the program and the 
teaching physician and in some cases the payment status of the patient. 



Residents not only provide patient care while learning but thpy also engage in 
research and teach more junior students. Teaching physicians simultaneously 
provide education and patient care. 

There are more than 6000 residency programs approved in the United States, 
scattered over more than 1200 teaching hospitals, plus clinics. 'Fhe minority of 
residency programs arc hospital based and have been so historically. 



Residency programs are reviewed and approved by residency review committees 
(RRCs) under the umbrella organization The Accreditation Council for Graduate 
Medical Education (ACGME), a private sector organization. There is no one 
organization that sets the total number of residency programs, residents, specialty 
distribuUon or sites of training. The RRCs do not directly establish overall reside ncy 
numbers in the specific specialty but set qualitative standards such as volume of 
clinical cases, type of cases, etc. 



Tlie number of residency programs per hospital vari'/s widely from one program 
to programs in every specialty and subspecialty. 'fhe degree of integration, with 
medical school faculty also varies widely from programs with nn medical school 
atriliation. a declining number, to integrated medical school program that rotate 
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?“P*¥ “ ni^ber of hospitals M.st medical schools have multiple hospital affiliations 
mcluding affihatioM with Veterans Administration ( VA) hospitals Dedsiona on the 
mix and size of residency programs within a hospital are based on multiple factors: 

TJe decision of the hospital to have graduate medical education; the desire of the 
chairmM of the medical school department or division or the chief of service of the 
^spit^to have or sui^rvise a program; service needs of the hospital; clinical volume 
required for accreditation and faculty availability to supervise the program 

_^le most graduate medical education takes place in teaching hospitals there 
has ^en ^wing pressure to shift training to ambulatory care settings and to 
provide education relevant to practice in a managed care emironment. ’ It has 
become mcreasmgly difficult to provide appropriate graduate medical education 
exclusively in the inpatient setting, particularly the tertiary care setting for the 
loUowing reasons: ^ 

• The sWft of locus of many diagnostic and treatment services to 
ambulatory care setting; 

• Increasing severity of illness in the inpatient setting which narrows the 
scope of clinical experience 

• shortened length of stay 

• the rapid development of HNO’s and other managed care arrangement . 

However, the methods of financing graduate medical education have been a 
m^jor bamer to the shift in the locus of education. 

Sources of Financing Graduate Medical Education 

History of Supp ^t-t 

,-nfory the end of World II, thn m^ority of physicians completed one year of 
mtemsbp and entered general practice. Anumber of factors changed the pictuie 
^ subsequent two decades. The advances ^hnolo^ that 

spawn^ new knowledge and speaalUes; the demand for an increased number of 
me^ca^ schools and physicians which stimulated an increased need for graduate 
medical education, and the rapid growth of private health insurance that helped 
hospitals expand training programs. 

fnnH insurance and the passage of Medicare opened a stream of 

f^ds that could be us^ to support hospital-based graduate medical education. 
Hospitals incori»rated these GAffi costs into their charge and cost structures 
^dicare, at its mrepUon, included these costs in its definition of reasonable costs 
TVo sources of funds helped to support GME; salary support for residents and 
supervisory physicians in hospitals and payments for patient care services to 
individuals newly covered by public or private insurance. Tliese ne^^es of 
revenue enabled teaching hospitals to expand their residency programs to keep pace 
with expanding medical school enrollment, increase substantially the stipends paid to 
residents, and pay faculty for supervision of residents. In addition tLSiXd 

sch^rs^^Vfacidty “ additional steam of sup,^ for 

the of third party payments in the 1970s, issues related to 

th^e effect of payment policies on geographic location and specialty decisions of new 

of the financing as between 

oartv°nflvers h* sources of payment, Specifically, reimbursement from third 
party payers h^as financed a greater proportion of the costs and charges for inpatient 
ennces than for outpatient services. Until recent changes in priva‘fhedth 
msur^ce policies designed to reduce costs, private hospital instance r^ly required 
^ consumer. In contrast, reimbursement for outpatient Lrvkca 
13 usually structured to include deductibles (payment by the 

fnr*h coinsurance (a percentage of the bill paid 

patient) and does not cover preventive services. It is th^fore easier 
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Currently, graduate medical education is supported through several 
mechanisms wiA patient care support (mainly hospital support) dominating, Tlie 
mechanisms are: 

• Reimbursement from third parties for hospital care 

• Fees paid to physicians for patient care services in inpatient and 
outpatient settings 

• Special federal and state grants for primary* care training 

• State appropriations for university hospitals and city and county 
appropriations for public, general hospitals. 

• Federal appropriations for Veterans ministration and Department of 
Defense hospitals 

• Fellowship ’stipends from biomedical research sources, mainly federal. 
Current Feder al Supp ort 

Medicare Part A pays for graduate medical education through a complex 
methodology that recognizes direct costs and provide an indirect education 
adjustment. Reimbursement for both direct and indirect costs goes to the hospital. 

Direct costs are calculated by multipl 5 ang the historic costs per resident in a 
base year (increased annually by a cost of living escalator) by the number of full time 
equivalent (FTE) residents. These costs are passed through as an addition to the 
DRG payment. There is a further limit on the pajment of full costs. Full costs are 
paid for residents up to first certification in a specialty or five years, whichever is 
higher. 

The Consolidated Omnibus Budget Reconciliation Act (COBRA) of 1986 (PL 99- 
272 Sec 9202) called for several modifications of what had been an open-ended direct 
cost pass-through for graduate medical education. These changes were basically 
designed to limit the growth in cost per resident and to place a disincentive on 
subspecialty training. 

At first COBRA based the allowable cost per resident on the hospital-specific 
approved per resident amount for the cost reporting period beginning FY 19W, For 
subsequent periods, the per resident amoimts were to be updated annually, based on 
changes in the (^nsumer Pri ce In dex. 'TTie per resident amount is multiplied by the 
weighted average number of FTE residents working in the hospital to obtain an 
aggregate approved amount. TTie law now allows the time residents spend on 
inpatient care activities outside of the hospital to be included “if the hospital incurs all 
or substantially all of the training costs in the outside selling.’' COBRA also applied 
two weighting factors - one related to length of training and the other to foreign 
medical graduate (FMG) status. 

TTie factor relating to the length of training places a limit on the number of years 
a resident can be counted as an FTE. TTie limit is based on an initial residency period 
plus one year, not to exceed five years. TTie exception is participation up to two years 
additionally in certain geriatrics programs. 

Medicare direct graduate medical education support was estimated at $1.6 
billion in 1994. Graduate medical education costs are incorporated into the hospital 
charge base. The amount currently paid by third party payers is unknown, 

TTie federal government, under Title VII of the Public Health Service Act, also 
provides direct grant support for residencies in general internal medicine, pediatrics 
and family miKlicine. While this support has been impoitant in the establishment of 
family medicine residencies and ambulatory care training in primary care, the funding 
is relatively modest. Appropriations for primary care programs were $63 million in 
1995. 

The Veterans Administration provides salar>' support for residents and faculty 
in its own facilities. VA residencies account for 12 percent of all residencies. Military' 
medical facilities also provide support for small number of residents. 
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State Support 

The states have considerable discretion in setting hospital rates under Medicaid, 
including graduate medical education and teaching physician pa>'mcnts. Most states 
include the direct cost of graduate medical education but not the indirect education 
adjustment. 

In addition to Medicaid payments, states provide support for undergraduate and 
graduate medical education through a number of different mechanisms. The majority 
(76) of allopathic medical schools are state schools. 

States provide direct support of residencies through specific appropriations. The 
m polity of this support is for family practice residencies. 

States also provide operating subsidies to their university hospitals. Sometimes 
these subsidies are in the form of residents’ salaries and fringes, sometimes they are 
subsidies for indigent care. Some states deficit finance oi make up the balance 
between revenues and expenses. 

Critics of current methods of graduate medical education financing have raised 
three issues. 

1. The total number of residents being trained compai ed to the supply need and 
the number of US medical school graduates. TTiere are approximately 17,000 
graduates of US medical and osteopathic schools, and 21.600 first year residents in 
allopathic programs, plus about 1()00 osteopathic positions. The total number of 
residents in all years of residenc>' has increased from 74.500 in 1985 to 96,500 in 
1993. Over 20 percent of residents are not US graduates. 

2. Most critics observ'e that there is an imbalance between the numbers being 
trained in primary care vs. other specialties. While the Medicare change to limit full 
support to five years was designed to reduce the incentive for specialty training, it 
has not yet worked. 

3. Perhaps the most important criticism is the problem of supporting out of 
hospital training. 

Primary Care Residencies and Ambulatory Care Training 

A recent Institute of Medicine (lOM) study contained a number of commissioned 
papers on primary care residency and ambulaiorj’ care education financing. The 
following is quoted from the document: 

“There are several generic problems in financing primary care residencies 
outside of the hospital setting. These problems may be of lesser magnitude in 
support of general surgery or other procedural specialties where patient charges tend 
to be substantially higher for services. The problems ai*e summarized as follows: 

- In the hospital setting, the resident and supei-visory physician arc paid 
salaries from hospital revenues with education costs separately recognized by 
Medicare and Medicaid and historically included in hospital charges. If a 
personal and identifiable service is provided by the leaching physician, a fee 
can be charged to the patient or insurer. Residents may not bill fees. 

- In the outpatient setting not linked to a hospital 'for Medicare) and for 
outpatient settings in terms of other insurers, the resident’s salary and 
supervisory salarj' for the faculty must be generated from fees to the 
paticnt/third party or from grants from government and/or philanthropy. In 
the primary care specialties, the fee level, as noted extensively in the 
literature, are substantially lower than for procedure-oriented specialties. 
While there ore two sources of patient car support Ibr hospital-based or 
hospital outpatient linked training, there is onlv' one in the nonhospital 
ambulatorj' care setting. Pa>Tnents for physicians services as distinguished 
from pavTuents for hospital services historicallv did not incorporate education 
costs since education was almost exclusively hospital-based in allopatliic 
medicine. 
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• Tlite development of faculty practice plans has been on a 
department^specialty basis similar to the organization of residencies, with the 
procedural specialties able to generate substantially higher revenues than 
primary care specialties because of the Medicare and private insurance charge 
structure. The revenues of these plans flow to the department with some 
small percentage flowing to the institution. Conceptually, all education, both 
undergraduate and graduate medical education should be an institutional 
responsibility. The organization of medical schools on a departmental basis 
and graduate medical education on a specialty/program basis, combined with 
the departmental flow of hospital and practice plan revenues leave the medical 
school institution with a paucity of flexible funds. Institutions that do not 
receive public appropriations, or where the appropriation is in the form of line 
items, unless the institutional percentage of practice plan revenue is 
substantial, have little ability to cross-subsidize. Where cross-subsidies are 
endemic among the missions of a medical school, they do not operate on an 
institution-wide basis in the medical schools for graduate medical programs. 
High earning departments and specialties retain the msyority of their practice 
earnings for departmental and even division rather than institution-wide 
goals.” 

In summary, graduate medical education was hospital focused for many years. 
With the growth of technology and financing and the increase in the number of 
medical school graduates, graduate medical education expanded in numbers and 
specialties. Financing from Medicare and private insurance encouraged and 
sustained the expansion. 

Medical and graduate medical education needs have now changed with the 
acceleration of the development of managed care and societal demands for primary' 
care. This requires expansion of primary care training sites, particularly ambulatory 
care settings. There is a mismatch between educational needs to respond to 
managed care, the changing delivery system environment, and the method of 
financing graduate medical education. 
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Mr. Johnson [presiding]. Thank you, madam. We appreciate 
your testimony, and we v/ill proceed with the other two gentlemen 
and then take questions for the panel. 

STATEMENT OF STUART H. ALTMAN, PHJD., CHAIRMAN, 
PROSPECTIVE PAYMENT ASSESSMENT COMMISSION 

Mr. Altnian. Mr. Johnson, thank you for allowing us again to 
come before this committee. As Chairman of the Prospective Pay- 
ment Assessment Commission (ProPAC). 

Mr. Johnson. It is always a pleasure to have you before us. 
Thank you. 

Mr. Altman. Thank you. 

I want to switch the discussion, if you will, to where the dollars 
are. I realize and I do not want to diminish the importance of di- 
rect medical education and the discussion you had before about the 
training of physicians. But most of the money that flows from Med- 
icare for graduate medical education flows in two other sources. 
One is what we call the indirect medical education adjustment, 
which is about $3.8 billion a year, and the second is the dispropor- 
tionate share payments which come from Medicare, which amounts 
to another $3.4 billion. 

You know, we have looked at this at ProPAC in all different 
ways. And what just astounded me — I was looking at the numbers 
this morning — a third of all of the money, of all of the Medicare 
money, that flows to the major teaching hospitals comes from these 
three sources: The indirect medical education, the direct medical 
education, and the disproportionate share payments. A third of all 
of their income comes from these three sources. So we are talking 
about substantial amounts of money. 

As you have heard this morning, there is no question that the 
changing marketplace is putting our teaching hospitals at a big dis- 
advantage, and we at ProPAC are very sympathetic to their prob- 
lems. We do believe they should be protected. 

But we are increasingly uncomfortable that Medicare now is 
being asked to disproportionately keep this important engine alive. 
And Medicare is under the gun. There is no question about it, that 
its rate of growth is higher than in the private sector, and there 
are all kinds of ways of looking for cuts. 

And I support, and I know the Commission supports, moving 
away from using patient care dollars to support this public good, 
as Dr. Ludden said. So we have looked at what we would suggest 
you do. 

And in the short run, we believe that it is appropriate to reduce 
the indirect medical education adjustment from about 7.7 percent 
of every 10 percent of the number of resident interns down to 6.7, 
which is a 1-percent reduction. That is $500 million, and then do 
that for 2 more years to bring the number down to where our esti- 
mates say it should be. So over a 3-year period, you would reduce 
the Medicare indirect payments by almost 40 percent. 

We support, though, moving away from this patient care empha- 
sis and developing some type of pool arrangement, whether it is 
through some State organization or community consortium that 
was in Senator Dole^s and Senator Packwood^s bill, some way of es- 
tablishing a separate fund. 
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I want to make very clear, we do not support continuing that 
fund necessarily at the current levels. I think the discussion you 
had with the previous panel suggests that we may and probably do 
exceed the number of physicians we need; we surely exceed the 
number of specialists we need. 

I personally might support a freeze. I think that is, in fact, gen- 
erous. I think the number of residents could even come down. 

I am rather surprised. If you look at the numbers, they have 
been going like this, and then last year they went like this. So I 
think if we went back even to 1992, we might be at a more stable 
base. 

What is important is that we take a hard look at what is the ap- 
propriate role of government in funding this. Government does 
have a role, but it should not be — particularly the Medicare should 
not become the sole source of support. It needs to carry its share, 
but not be asked to carry it disproportionately. And we at ProPAC 
have tried to come up technically with a number that will allow 
you to make the appropriate adjustments. 

Just one or two more numbers. By the way, in my testimony, I 
have given you a lot of information about the changes in the struc- 
ture of the direct and indirect medical education, where the money 
goes. 

It primarily goes to about 229, 230 of our major teaching hos- 
pitals. And these hospitals do disproportionately cover the number 
of uninsured in this country, and therefore they do need to be pro- 
tected. But not all of them. Some of them actually are providing 
very little of such care. 

So we would support again this phased reduction down to — from 
7.7 down to about 4.7, which would save the country, or use it for 
other programs, about $1.5 billion. 

Thank you very much. 

[The prepared statement and attachments follow:] 
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TESTIMONY OF STUART H. ALTMAN, Ph.D., Chairman 
PROSPECTIVE PAYMENT ASSESSMENT COMMISSION 

Good morning, Mr Chairman. 1 am Stuart AHman, Ciiairman of the Prospective 
Payment Assessment Commission. I am pleased to be here today to discuss 
Medicare's payments to teaching hospitals. During my testimony, I will refer to several 
Charts. These charts are appended to the end of my written testimony. 

Hospitals with graduate medical education programs provide numerous valuable 
services, in addition to the routine patient care they furmsh. They frequently treat the 
most complex cases and are the first to acquire and gain experience with new 
technologies and procedures In addition, they provide much of the clinical training for 
the next generation of physicians. It is not surprising, therefore, that they have higher 
costs than non-teachmg hospitals. 

Over the years, the Medicare program has been an important source of revenue to 
help these hospitals finance the costs associated with their medical education mission. 
Many teaching hospitals also have been able to obtain higher patient care rates from 
private payers to help fund their educational activities. This extra revenue from private 
payers, however, is now at nsk. Accelerating price competition is placing teaching 
hospitals at a oisadvaniage relative to other hcspita's. Since many private payers are 
not recognizing the aaded costs of maintaining graduate medical education programs. 

In addition to the added pressure on teaching hospitals from the move to managed 
care m the private sector. Medicare's risk contracting program may also d:Sadvantage 
these hospitals. Under current policies. Medicare's capitated payment amount, the 
AAPCC. includes average payments for medical education. The capitated payment, 
however, goes to the managed care organization, and there is no guarantee ♦hat they 
will use teaching hospitals or. if they do, that they will provide the extra payments to 
these hospitals This does not mean, however, that managed care plans must 
contract with teaching hospitals or pay the rates that they did m the past. Managed 
care plans and teach.ng hospitals should negotiate their best deals. The challenge tor 
the Medicare program is to fmd a mechanism to take advantage of the competition in 
Ihe private sector whoe appropriately recognizing the added value of teaching 
hospitals We have suggested an approach that I will describe m a few moments. 

The growth of managed care and increased competition in the private sector 
complicates the decisions you must make to constrain the rapid inert e m spending 
for the Medicare program The Commission believes that teaching hospitals furnish 
many valuable services to society and that Medicare snould recognize the value of 
these services by providing some extra payments to these hospitals. Nevertheless, 
there are concerns about the l.mits to which the Medicare program should bear a 
disproportionate amount of the broader social responsibility for ensuring that the 
important contributions of teaching hospitals continue. This is not to say. h'owever. 
that all the current teaching hospitals are needed or that there is not room for 
substantial improvements m the efficiency of these facilities or the number and mix of 
primary care and specialty physicians they produce. I believe. Mr. Chairman, that it is 
time to reexamine the roie Medicare has played m financing graduate medical 
education and to consider alternative financing systems for the future. 

I will begin this morning by briefly describing the important rote leaching hospitals 
play in furnishing care to Medicare enrollees. I will then describe Medicare's medical 
education payment policies, focusing on the indirect medical education (IME) 
adiustment. and Medicare's contribution to the financial welfare of teaching hospitals 
Finally. I will conclude by discussing some of the problems I see with Medicare s 
current pohcies and sorne alternatives you may wish to consider. 

Payments to Teaching Hospitals 

Teaching hospitals are an important source of care for Medicare enro'iees There 
are more than 1.000 teaching hospitals, aooul 20 percent of all acute care hospitals 
These hospitals are responsible for over 40 percent of all PPS discharges and half of 
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PPS payments In 1994. teauimg hospitals received $34 billion m PPS operating 
payments for the services furnished to Medicare enroilees (Chan 1) They also 
received payments for their capital costs, outpatient and other services they furnished, 
and direct medical education costs. 

Of these hospitals, about 230 are classified as major teaching hospitals. Major 
teaching hospitals are defined as those with 25 or more interns and residents per 100 
beds Major teaching hospitals represent 4 percent of PPS hospitals, but were 
responsible for 10 percent of discharges and 17 percent of payments in 1994 
Chan i‘ 

n 

The Medicare program provides two types of extra payments to hospitals with 
graduate medical education programs. First, teaching hospitals receive an adjustment 
to their PPS payments to reflect the added patient care costs associated with 

:oerating an intern and resident training program This indirect medical education " 

fME.' adjustment accounted for about 5.7 percent of total PPS operating payments in 
f.scai year 1994. or about $3.8 billion (Chan 2). As you can see m this chart, the 
amount of the I ME adjustment stead.ly increased between 1989 and 1994. 

Med.care aiso pays teach-ng Hospitals an additional amount, separate from the 
PPS payments, for the direct costs of maintaining graduate medical education 
programs. These payments (referred to as DME or GME payments) cover resident 
salaries and benefits, the saianes of supervising physicians, office space, and other 
overhead. These payments totaled about $1.4 billion in 1994 In addition to the 
a'Icwed salaries, physicians m teaching hospitals who directly supervise interns and 
residents can bill, under Pan 8 of Medicare, for the services furnished by the residents 
'.‘^at tney are supervising 

In addition to these Medicare payments based on teaching status, many teaching 
hospitals also receive c.scroportionate share he -oital (DSH) payments, related to the 
amount of care t^^ey furr^ish to poor patients (Chan 21 Teaching hospitals received 
aoout 67 percent c* the $3 4 biilion <n DSH payments m i994 The amount of DSH 
payments aiso has ncmased rapidly m recent years 

Indirect Medical Education Payments 

Medicare s IME adjustment is a major source of revenue for teaching hospitals. 

More than 21 percent of Medicare s PPS payments to major teaching hospitals, and 6 

rorceni to other teaching hospitals, comes from the IME adjustment. The amount of 

tr.e payment depends on a hospital's teaching intensity, measured by the number of 

•nierns and residents per bed Currently, per case payments increase about 7.7 

percent for each 10 percent increase in teaching intensity This increase in payments 

is substantially higher than the observed relationship between Medicare's operating 

costs per discharge and teaching intensity. The most recent ProPAC analysis 

indicates that, on average, a 10 percent increase in teaching intensity is associated 

with a 4 5 percent increase m Medicare operating costs per discharge. This difference • 

between the observed cost relationship and the actual payments amounted to about 

$1 5 billion m additional payments to teaching hospitals in 1994. 

For several years, the difference between the payment increase and the observed 
increase m costs has led the Commission to recommend a reduction in the amount of ** 

the IME adjustment In ProPAC's Report and Recommendation to the Congress. 

March 1. 1995. the Commission recommends a reduction in the adjustment from 7.7 
percent to 6 7 percent for each 10 percent rise in the number of interns and residents 
per bed This is equivalent to a i3 percent reduction in the amount of the IME 
payments If enacted, payments to teaching hospitals v/ould decrease about $500 
m.iiion P.-oPAC believes that this should be the first phase of a three step process 
which Will bring the teaching adjustment m line with the additional patient care costs 
leaching hospitals incur V/e chose this phased reduction approach to allow teaching 
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hospitals time to make the necessary changes m the way they operate and to seek 
aaditional funding, if possible. 

Graduate Medical Education Payments 

Medicare also pays leaching hospitals a share of the direct costs of maintaining 
graduate medical education fGME or DME) programs. These payments totaled about 
$1 4 biihon m 1994 Direct costs include resident s salaries and fringe benefits, 
saianes for supervising tacuity. and institutional ovemead that are not included m PPS. 

GME payments are based on a nospital s per resident costs m a base year, 
updated to the current year Hospiial-specific per resident costs in 1990 ranged from 
less than SlO.OOO to more than Si 00.000 (Chart 3) Consequently, Medicare per 
resident payments also vary widely across teaching hospitals. Payments are 
somewhat higher it the res. dent is m an initial residency lather tnan ;n a second 
residency, or m a primary care ratner than a specialty program. 

One of the primary factors driving GME (and IME^ spending growth is a continu-ng 
increase m the number of interns and residents (Chart 4) Virtually all of the growth tn 
recent years is due to iiicreases m the number of residents who graduated from 
foreign medical schools. There are large differences across states m the number and 
rate of growth of residents This increase m the numbu.' of residents is especially 
troublesome m view of the growing concern that this country has an adequate supply 
of physicians, but too many specialists and too tew primary care physicians 

Disproportionate Share Payments 

There are now arcui 40 n^'iucn people m this country without health insurance. 
Many of these md-.iOua.s ^eceue hospital care that is subsidized from other sources 
of revenue. The hospitals with the largest share ot low income individuals qualify for 
Medicare and Medicaid DSH payments In 1994. Medicare DSH payments totaled 
$5 1 billion, wth about i.vo V'lros ot these payments gomg to teaching hospitals. The 
federal snare c! Meocatu DSH paymerMs was $10 7 b'liion and the combined federal 
and state s*"are was $18 6 b.iiiOn ,n 1994 although we oon t have specific information 
on payments to teach, ng r'oso-tais In addition, the private sector has shared m 
subsidizing care to me uninsured through payments that are higher than costs. This 
subsidy from the private sector, however, may dimmish as competition intensifies. 
Therefore, as Congress seeks additional ways to '“low the growth in Medicare and 
Medicaid spending, it is imponant that reductions m DSH payments be carefully 
targeted so as no: to further disadvantage hospitals mat treat the largest number of 
uninsured patients 

The Financial Condition of Teaching Hospitals 

The Medicare program has more man adequately compensated teaching hospitals 
for the costs of treating Meoicare patients. Since me first year of PPS. teaching 
hospitals' PPS margins have exceeded those of other hospitals Further, over the 
years the gap between the margins of teaching and non-teaching hospitals has 
widened {Chari 5). In 1993. major teaching hospitals had the highest PPS margins ot 
any group of hospitals. 1 1 7 percent (Chart 6} In contrast, the PPS margin was C.5 
percent for other teaching hospitals, those with fewer than 25 interns and residents 
per 100 beds, and minus 4 0 percent for non-teachmg hospitals. 

Total hospital margins, which compare all hospital costs and revenues, show a 
very different pattern (Chart 7' Despite Medicare PPS payments that are almost 12 
percent above costs, me total margin for major teaching hospitals in 1993 is only 2 7 
percent, the lowest of any group of hospitals (Chart 8) The reasons for these lower 
total margins are difficult to disentangle One definitely includes the large amount of 
uncompensated care many of these hospitals furnish Others could include 
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•neffiCiencies m proviamg cjrvces and dilficuiiies ODtainmg the revenue from private 
payers to support the extra costs of maaitaming teacning programs. For smaller 
teacnmg hospitals the picture is d:tferent. with their total margins similar to non- 
leachmc ncspitais at 4 6 percent 

Aitncugn teaching hospital costs are higher tnan those of non-teaching nospitals, 
rne.r costs por discharge have not increased faster than those of other hospitals over 
the oast decaae (Chart 9) As we have previously reported to you. the annual 
.hjreate m hospital costs has slowed dramatically recently Teaching hospitals have 
fo.-cortoed to the increasing cost pressures by slowing cost growth to the same extent 
as ron-teach:ng nospitais 

It -s im.pcrtant to point out. Mr Chairman, tnai these aggregate PPS and total 
'••an; ns ooscure s-gmfxant variations among teaching hospitals. Even though the 
aggregate PPS margin was 1 1 7 percent m i993. about 18 percent of major teaching 
hosp-tais had negative PPS margins (Chart lO). Tms figure, however, is m.uch less 
ihar. the 57 percent of ncn-teachmg hospitals with negative PPS margins. Slightly 
ess t'-nn pe'ce''-t ma;or teaching and non-teuch-ng nospitats had negative 

tota- 1 : ar^ r>5 

Next Steps 

As . nave described, n 1994 tr^e Medicare prcg.-am provided $5.2 u..iion m direct 
and indirect graduate n«ed:cai education payments plus $2.3 bilhon m disproportionate 
ona-'G payments to teacn n j jspitais. These extra pvTyments have helped many 
major teacn. .ng riospiiais to avoid severe financial stress and to continue to provide 
access to care for Medicare enrotiees. '.vhile maintaining their teaching mission 
Accelerating price competition m the private sector is reducing the ability of teaching 
hospitals to Obtain me n gner caiiem care rates from other payers that trad.tionatly 
nave contributed to ‘mancing (he costs of medtcai education. In addition, as 
Medicare s r<sk cc-'tract.ng program grows, teaching hospitals may not be henefiiimg 
as ir-tenoGd f'om the .->eo oai education payments 'nciudeo m the capitated payment. 

The growth cf iv 5'Uged care m the pubhc and private sectors and the increased 
oompetitior. among .-^Surers a"d providers will make your task of determining 
approoriate Medicate ponc.es for teaching nospitais more difficult. While I beheve that 
the reductions m the leve: of ihe IME adjustment that ProPAC has recommended are 
aporopnate. ihis likely that many of the institutions affected will have senous problems 
adjusting to them But I have additional concerns lhal some pciicy makers are 
suggesting even la-ger reductions c' reductions that take effect more quickly. The 
Commission believes such changes could have very ser...'us consequences for this 
''at cn's teach-nq nosc.tais 

it appears to me t^'al Moo.care increasingly is carrying a disproportionate share of 
lf:e financial responsibility for tram ng tomorrow s physicians, nurses, and ether health 
personnel Some of these co*^ts should be shared with private insurers or f nanced m 
a totally different manner 

The challenge, therefore, is to find a way for government and private payers to 
Share the responsibility for supporting medical education. One approach that I believe 
has merit was outlined m Dole/Packwood and other proposed health care reform 
legislation last year This approach would create consortia of hospitals, medical 
schools, ev'd perhaps other community groups such as payers and purchasers 
involved in graduate med'Cal education The consortium would receive medical 
education payments from Medicare and from pa" cipati^g private insurers and 
distribute th^^m as u'propr'nie It also may be oosirabio to include I ME as well as 
GME payments to ine ccns«.rlia lmjs tne substantial Medicare Part B payments that 
teact'iing physicians recewe for d^ectly supervising intern and residents The consortia 
ccjid I rjvde the njer.iivi's to tM>n mo'o pnmaiv care antj less specialty physicians 
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They ccujd aJso ensure tnai training moved out of the hospital and into community 
ites wnen mat was appropriate Current Meo.care policies, m contrast, provide 
financial incentives to train residents in hospitals, rather than in primary care settings. 
Since the hosp tai may lose its l^'^' and GMc payments if the resident trams in 
another site 



Th;s approach has anoiner advantage as \*/eil Since hospitals would receive 
lOO'honai cayments ‘rom the cx'^sooia to co'.f-r teaching costs, tney could negotiate 
w.m manageo care plans for the costs of regular patient care cn an equal 
•''! w m c'her hospitals Such competition with other nospitals may also provOe 
•‘.o n'u'us V' teachi'^Q t'cso.tais to improve their efficiency. For this to work, of 
ufse private payers would have to contribute to the funding for the consortia. 
'.'i:\i:jeo care plans, ro.vcver. may find this an attractive way to maiKe; their services 
j ccmmup ty. if it is known that tney have developed relationships witn teacrnng 
Cf's I ce:ieve inn: the N^ed;care program should develop a demonstration 
c'C eot to turther test tn:s oea 

A .lo'rcnstration a;sc could explore alternative ways to direct payments to teacninq 
’•■.spitais ur'ioer Med-care s riSk contracting program As I discussed with you m my 
•'■•s! m.cny lasi month. f^..mfe;OuS imo‘'Ovements are necessary m the calculation of 
Medicare s cap'tated payment, the AAPCC, :o enhance plan and enrollee participaticn 
and to ach eve savings tor the Medicare program. There also are a number of ways 
‘.‘-at payments tc teaching hospitals could be imp'-cved m this prog:an\ and ProPAC 
would be p eased to worx with vou as you examine alternative approaches. 

I vouKl i-ke tc note, ncwever. •“'a; provirjing a special pool to fund the costs of 
nic-dica' education shoj o net acsovo tvacning hospitals of the responsibility to control 
meir costs As I cesc:.L'o i .wee the pogmmr.g c* PPS costs per case have grown at 
about the rate ■: “ n.] and non teachi i'Q hospitals. All hospitals, however, 

need to cent nue :r. e.r productivity ana reduce their cost base and 

Meo ca^e s rr-c es ‘ ..i .nn? enco./age tn s. 



in :n C’ air'r,.an i^acnmg r.ospitals perform many important sociai 

*unct:cns .n ajdiion rcjtire pai ent care In the past, the Medicare program 
exp'c.ny p'.vate '^‘s^vrs -prcitly have subsidized these activities ^s 
compet tion . me pnvaie seem' ■- creases, it :s likely that the implicit subsidy will 
dmnnish It IS not appropriate fer Med-care to cover an increasing portion of medical 
education costs Neverneiess you i-eed to proceed cautiously to avoid sudden 
Med care rci cy cnanges mat cautd encar*.ger me .most important teaching hospitals. 

For \^'Q ^rq lerrr . i he'ieve that we must oevtir p lew policies to ensure that 
■joverrvr.en; p'onrams and pr vate insurers continue to share the burden o^ support for 
'ne licai eoucai cn. just as the / have ■ "le past. We would be pleased to continue to 
vvprK vMtn ycu and your stall as ycu s*; n better ways to pay for the service*^ fjrnii>hen 
bv 'vachinq hospitals 

^.•s cori.p.oies my '-.nr .'i lesh” cny I would be pleased to answer any quustions 
v'uu mav t'ave 
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Prospective Payment Assessment Commission 



1 Di-ilfibullon of PPS Hosoitals. CIscMarqes. and Payments by Hospital Group. FY 1994 
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Prospective Payment Assessment Commission 



Chart 2. Medicare Indirect Medical Education and 
Disproportionate Share Payments, Fisca' 
Years 1989-1994 (In Billions) 
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Prospective Payment Assessment Commission 



Chart 3. Per Resident Costs and Payments, 1990 
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Prospective Payment Assessment Commission 



Chart 4. Number of Residents, by Type. 1981-1993 
{In Thousands) 
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Prospective Paymetit Assessment Commission 



Chart 5. PPS Margins by Teaching Status, First Ten Years 
of PPS 
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Prospective Payment Assessment Commission 



6 PPS Margins, ty Hospital Group. 
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Prospective Payment Assessment Commission 




Cliari 7. Total Margins by Teaching Status. First Ten Years 
of PPS 
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Prospective Payment Assessment Commission 



.;^lart 8 Total Margins 


bt MosDital Group 


. First Ten Years of PPS (In P^^rcent) 










• =s ■ 


-=5 : 


-cs 3 


= =>S 4 


^OS 5 


-C»s 6 


CDS ' 


'-S 9 


SOS 9 


PPS 10 


i,. *>t‘«isa.s 




n 4% 


4 3% 


3 4% 


3 4% 


3 5% 


3 3% 


4 3*. 


4 2% 


4 3% 


. t>«n 




5 r 


4 S 


3 S 


3 4 


3 4 


3 7 


4 2 


4 1 


4 2 




" * 


4 h 


3 3 


: 3 


3 4 


4 0 


4 6 


5 3 


5.J 


SO 






^ 4 


4 0 


3 3 


z - 


: 5 


Z 7 


3 3 


3 4 


3.5 


. jr&an 


• ; 


' z 


‘ 4 


4 4 


4 S 


4 9 


5 3 


S 6 


52 


5 3 


Purw >*l*rra» 




' 3 


5 - 


4 3 


‘ 6 


£ 7 


6 S 


5 6 


63 


6.0 


$ol* commi^wiy 


4 ' 


2 t 


: • 


2 3 


Z 


3 t 


3 9 


4 8 


SO 


5.3 






\Z 






: s 


3 3 


3 6 


4 1 


43 


42 


U*|or :Mc.*vnq 


4 * 


< • 


2 5 


: 3 


C 2 




• 3 


3 3 


32 


2.7 


'?>*f 


' 1 


* : 


? 4 


4 3 


2 3 


4 2 


4 2 


4 S 


42 


4 6 


•ini' 'MlT n 




<i 3 


4 4 


- ■- 


2 •- 


3 3 


4 4 


4 ' 


4 7 


4 8 


t --onLlrf 




•S 3 


4 * 


: ^ 


’ *4 


3 6 


3 3 


4 2 


3 3 


4 


-^-npo^carv 


' 4 


' : 


i : 


4 ' 


3 3 


3 C 


2 5 


* 3 


5 7 


6 4 




1 


4 ^ 


* •; 




c : 


3 3 


3 : 


: 5 


4 6 


4 3 


— uiai guv*iT''»'«r>i 








‘ 3 


: 3 


2 9 


3 S 


4 d 


52 


4 4 



.L-.Jiv'.s ,„v -•cen laa 'r;rn t« Car* P rmnc^Q AOmmistnaon 






BEST COPY AVAILABLE 



60 



Prospective Payment Assessment Commission 



••ate 
rxrreaso 
” " •*'rer; 



Chart 9. Annual Rate of Increase in Medicare Operating 
Costs Per Discharge, by Teaching Status 




1 983- 1 904 1 984 - 1 990 1 990-1993 

PPS Years 
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Prospective Payment Assessment Commission 



Chart 10. PPS and Total Margins, by Hospital Group. 
Tenth Year of PPS (In Percent) 
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STATEMENT OF MICHAEL A. CARTER, D.N.SC., R.N., DEAN, COL- 
LEGE OF NURSING, UNIVERSITY OF TENNESSEE, MEMPHIS, 

TENN. 

Mr. Caktkr. Good morning, Mr. Chairman, and members of the 
committee. I am Michael Carter, and I am dean of the College of 
Nursing at the University of Tennessee at Memphis. I am also a 
family nurse practitioner. 

The College of Nursing is a rather unusual entity in that it is 
an academic-based nursing program and does participate in grad- 
uate medical education because of a relationship with our Univer- 
sity Hospital in Knoxville. 

We prepare certified registered nurse anesthetists in this pro- 
gram, and GME does pay for a part of that. And we began this cer- 
tified regstered nurse anesthetist (CRNA) program in the thirties, 
making it one of our oldest programs. 

I believe, however, that a number of changes are needed, for in- 
stance, if the legislative intent of this reimbursement is to be met 
in the future. As important as reimbursement is to us in the Col- 
lege of Nursing, I cannot tell you the amount of that reimburse- 
ment, and that is because the money goes directly to the hospital 
for a variety of cost-related issues and not to the College of Nursing 
for its budget. And yet I am responsible for paying for the cost of 
that program. 

I understand that the original aim of Medicare reimbursement 
was to promote high-quality care for Medicare beneficiaries. In 
1965, it was very appropriate that reimbursement be made to hos- 
pitals, since that was where the education took place and particu- 
larly that is where most nurses were trained. 

But that is not the case today. Most nurses are not educated in 
hospital-based nursing programs, but are educated through univer- 
sities and colleges and therefore do not qualify for GME. 

For example, we have another problem in that our CRNA pro- 
gram in the past could perform all of its training in one hospital, 
but we cannot do that anymore, because that hospital does not 
offer all the services, and it is a major teaching hospital. 

An example is that there are insufficient epidural anestVietics for 
women delivering babies for our students to be trained in that pro- 
cedure, so they must come to Memphis for part of their training. 

The situation is far more complicated in training nurse practi- 
tioners. We have offered a family nurse practitioner program at the 
master’s level since 1973, meaning that w'e could not participate in 
GME for this program. We have graduated hundreds of these pro- 
viders who are providing primary health care to thousands of per- 
sons in the lower Mississippi delta area of this country, one of the 
poorest regions in America. 

None of the education of our nurse practitioner students takes 
place in a hospital— none of it. They are prepared in community- 
based clinics in inner-city Memphis and in rural Tennessee, Arkan- 
sas, and Mississippi. 'Phis also is where they practice* when they 
arc fiiushed. 
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There is not any form of reimbursement available to cover the 
costs of educating nurse practitioners in these very rural clinics in 
which they are often one of two providers. 

We must change the current system if we are to meet the origi- 
nal aim of Medicare reimbursement in preparing this work force. 

To do this, I have two recommendations. First, I believe that we 
should stop the current payment for hospital-based nursing edu- 
cation programs, completely stop it. These programs prepare people 
at less than the college level and are not prepared to enter ad- 
vanced practice. They must go on to college, obtain a baccalaureate 
degree, and then come into a master’s program. The money needs 
to oe redirected to meet the needs that we have, and this means 
paying for nurse practitioner, nurse midwife, and nurse anesthetist 
training programs. 

The education of these students often does not take place in any 
hospital, and when it does, it takes place in multiple hospitals. 

Second, I think that we need to pay the nursing education pro- 
grams differently. Nursing education is organized quite differentlv 
from graduate medical education and does not tie itself to hospital- 
based educational programs. Our certification programs do not fit 
that as well. 

This money could pay stipends for students, cover a part of the 
cost of the supervision of these students, and to pay for the costs 
of education borne by the primary care clinics. 

I believe that if these two changes are made in the current GME 
reimbursement system that the Nation would be able to greatly ex- 
pand the critically needed number of nurse practitioners, nurse 
midwnves, and nurse anesthetists who, by the way, provide 85 per- 
cent of anesthetic services in rural communities, and that these in- 
dividuals would expand their role in rural and other inner-city and 
underserved areas and would not add any new money to the sys- 
tem to do that. Rather we would make much better use of the cur- 
rent investment that Medicare makes In nursing education. 

Thank you. 

ITho prepared statement follows:! 
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Testimony of Michael A. Carter, D.N.bc., R.N. 
Dean, College of Nursing 
Umver-sity of Tennessee, MempKi^ 



Good Morning. I am Michael Carter and 1 ^erve a.-; uie Dean of tlie University 
ot Temiessee College of Nuising. The College in coopciation witli our 
Umversity Hospital in Knoxville. TN conduct a Master s degree program 
nursing that prepares Certified Regi.stered Nurse Ane.slheti.sLs. We beg 4 >ii this 
program in the e.irly ly^O s ;uid today gr.uluates of tlll^ program provide 

anestliesia to patients throughout llie nation. We would ver)’ limited in our ^ 

ability to operate this program witliout the money the hospital receives from 

the Medicare reimbursement. I believe, however, that a number of changes 

are needed if the legislative intent of this reimbursement are to be to be mot 

today and in the future. As important as llio reimbursement is to us, I can 

not tell you tlie amount ot tins reimbursement. I his is because the money 

goes directly to tlie hospital and not to tlie budget ot tlie odiicati^mai piogram. 

1 understand that tlie ongmal aim of Medicare reimbursement iL>r a portion 
of the costs ot nurse education was to piomote high quality care tor Medicare 
beneticianes. In IS^bS it was very appropriate tliat tlus reimbursement Lx.* 
made to hospitals for nursing education since that was where most of the 
education ti>ok place Many changes have incurred since then. 1-or example, 
m the area of prepanng Certified Registered Nurse .Anesthebsti;, all education 
♦ Liiild Ih* d»ino in urn- hospital ut tin* lu-'l T->day. all tKi‘'pitaU do juU pi\>VKle 
all clinical service^ Olt Uni\cn-iW Hospital d*.>cs not provide enuugh 
ub-Hletireal serviec.s Uu »>ur .studeuL*' U> le.irn to iinpi*lently ail mini >4ter 
epidural anesthetics. We mu^t have tlx* .-tudent lea\’e Knoxville and spend 
at least one montli ot tlxii tiaiiung m Memphis. 

The situation is far more complicated in tlie area of educating nurse 
pr.ictitioners. The Ccillege ot Nursuig has operated a Masters level Family 
Nuise Piactitioner piogtam since We have giaduatcd hundieJs of 

these pronders and tliey ttxlay pro\^de pninar)' heoltli tare to tliousands «if 
citizens in tlie iieait ot Uie nation. None of tlie education t'f tmi iiuise 
practitioner students takes place in tlie acute caie hospital They .u:e prefMied 
III eonimuiuW based clinics m iiuiei city Mc-mplii.s and in luial Tennessee 
Aikan-^.is, and Misswsippi When tiiey )-,raduatt- thi^ is wt*n.- tliey piaetm- 
Medicare reaiibursement fo: a portion of the co.:t.s L>f their education is not 
.iv.i)l.il>K- til tlie-^e tliims. TIu--m‘ tltimN . ir«- taii«ij' tkn nu'^tlv |s>or p(>t<|iu> 

Tlieie r. not any torm *at leimbursemeiit lo c^ver tin* L>f educating mu .*• 

pi.icUlKtnei-' in Uiesc tlmic.s We must change Uie cuimil •'\sti.iii of 
reimbursement if we are to meet tlie <M’iginal .iini <*f M»-dicare 
lei inbLirscment 

1 would •'trongly lecommend the toll. »w nig 

I 4 Dwci.>iitiJlue die Current leunl'iiiNemeiit ft*r lu>*'pital ha *cd iiuising 
educational program * This money needs to be redirected tc> meet die 

emerging iiec'ds of Idedieare Lxmefn lai ie- I'lu need n. thegieate-t ttM » 

advaiiced practice ntirses nvir’^e prac'titu'iiei, nur-«e mid\eives. and nui-e 
aiu-'tlu'tists . at tilt* M.isiei s 01 luf*Ju*i h-vi I Tlit* i‘tlueatuiii «if the-no '.luth-tit*' 
dxx*-- not take place in die ht*^pital t*r m mily one lu-pital 
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Chairman Thomas. Thank you^ sir. 

Dr. Altman, would you comment on the fact that he wants to 
take the dollars out of the hospitals? 

i have been told that some uhe hospitals around the country, 
teaching hospitals, depend on t' 's money, have come to depend on 
it— T do not know if that is rig or v^rong — and could absolutely 
fall flat, totally go out of business, if this funding mechanism were 
not kept in place. And I am not saying that it ought to be Medicare 
necessarily. 

Maybe you can suggest some way that government can, you 
know, disengage itself, maybe redirect the dollars without it being 
Medicare dollars. 

Mr. Altman. Well, first, as I understand his testimony, he is fo- 
cusing only on the amount of money that is being used for nursing. 

Mr. Johnson. Nursing. I understand that, but i 

Mr. Altman. And it is only what? I do not know — about $200 
million. I mean, 1 do not want t.o sneeze at $200 million personally, 
but we are talking about a hospital industry that is consuming, 
what, upward of $100 billion. 

1 do not think, in and of itself, that is a lot of money. And I am 
not in a position to argue whether the hospitals should not play an 
appropriate role. My sense is that they do play an appropriate role 
in the training of some types of nurses. But 1 support his testimony 
that nursing, like other parts of medicine, is changing and shifting 
out of tlie hospital. 

So 1 think it is deserving of a review. I am not so sure that the 
hospitals should not get a share of it, but whether they should get 
all of it or not, he may have a very good point. 

Mr. Johnson. Thank you. I appreciate that. 

Mr. Cardin, do you wish to inquire? 

Mr. Caudin. Th.ank you, Mr. Chairman. 

Dr. Altman, if I could get you to respond on one part of how the 
indirect medical costs are handled? As I understand it, Medicare 
figures in the IMC on a risk contract to a managed care program, 
even though the health care plan may very well not be using aca- 
demic centers. 

Can we make some adjustments in that philosophy — more quick- 
ly than perhaps some of the other issues — to try to make it sen- 
sitive to whetner, in fact, the managed care programs, are using 
the academic centers? 

Mr. Altman. Well, there is no question that the AAPCC includes 
all of the payments that go in the Medicare program to the average 
patient in a fee-for-servire environment. So it includes this indirect 
medical adjustment. 

You could make that adjustment. My own personal view is that 
while you are taking this project on, that is such a small piece of 
the total, I personally would do it differently. 

First of all, you have got to be fair to the system. To the extent 
that the indirect medical expense (IME) is being paid for — cur- 
rently it is being paid for by lowering the payments to the other 
hospitals. The total is the same. The way the calculation is made 
is that when they calculated the amount of the IME, they took it 
out of the base, and therefore they lowered the average amount of 
the average payment to hospitals. So in a strictly tecmnical sense. 
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a strictly technical sense, if you took the IME out, you should pay 
it back to the other hospitals. 

Mr. Cardin. I am not sure I follow you there. The cuts that you 
are suj^gesting on IME would not be redistributed to other hos- 
pitals. You are talking about absolute costs. 

Mr. Altman. Well, let me — we have recommended these cuts for 
a long time. This is about the fifth year we have recommended.it. 
Up until this year, our recommendations had always been to put 
the money back where it came from, to put it back into the average 
hospital. 

Air. Cardin. But not this year. 

Mr. Altman. This year we are cognizant of the special budgetarv 
problems that the Congress and the people are facing. And for the 
first time, we said: If you are going to make a cut, this may be an 
area to cut out. 

Mr. Cardin. Well, then you still lose me on how it works on a 
risk contract. 

Mr. ArU'MAN. Well, no. 1 think therti is a justification for taking 
the indirect out of the AAPCC. But I think w'hole AAPCC 
structure needs to be readjusted. 

Mr. Cardin. One of the concerns I have about your suggested 
cuts, while they are logical in and of themselves, is t^at we don't 
have a logical system for reimbursing for graduate medical edu- 
cation. 

Therefore if you take the type of cuts that you are referring to, 
whether it is fair or not fair, these facilities are dependent upon 
those funds. And if we just try to mak<? a system that is not fair 
in the way it reimburses GME and cut the Medicare contributions 
without dealing with the overall problems, then we run the risk of 
really hurting some institutions that have a special role in our sys- 
tem that will not survive in the competitive environment. 

Mr. Altman. Well, I do not disagree with that. We have tried to 
find a number which we thought was appropriate and balanced. 
There is no magde number here. We think the payment is loo high 
to those institutions. 

And 1 want to make one point. There are big differences within 
teaching hospitals. There are some teaching hospitals that are 
making significant money on Medicare and are making significant 
money overall, and are treating almost zero, or very close to zero 
numbers of uncompensated care patients, 

And then we have other.' that arc running 20 to 30 perc(*nt 
where their bottom line is zero I think we iu‘(‘d a better targeting 
of that money. 

Mr. Cardin. Absolutely, we agree on that. The formula that we 
use, the built-in old distribution cost and everything eisr. does ru)t 
make an awful lot of sens(^ 

I guess my concern is, I am not so sure we should be tinkering 
with a system that does not work; we si ould ho restructuring th{» 
system. 

Mr. Ai;i'M\n. W(dl, I woulrl not disagrc‘(>. 

Mr. Cardin. Thank you, Mr. (Chairman. 

Mr. Altman. Kxc(»pt I would disagree a.)out changing th(' wlioU 
structure. The issue is, ^.hen you arc dealing with th(^ U‘aching ad 
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justment, I just do not know exactly what to do, recognizing how 
high it is. 

Mr. Johnson. Doctor, you did not really answer my question 
when I asked you if — and Mr. Cardin led into it — if these dollars 
are drastically reduced, are hospitals going to go out of business? 

Mr. Ai.TMan. Oh, now, if you getr^I was just responding to 

Mr. Johnson. I know. The nurse part of it. 

Mr. Altman. Now when we talk about the big issue, I do get con- 
cerned. I mean, I am concerned about several of our major teaching 
hospitals. I am concerned about what Mr. Cardin said. If we sort 
of just reduce the amount of money at the same time that the man- 
aged care world and competition is squeezing down, I think we run 
the risk of some of these institutions falling into deep financial 
problems. I do. 

Mr. Johnson. Welh 1 think there has to be some restructure, and 
I think you are hitting the nail on the head about where to get 
some of those reductions. 

You also said the number of 229 major hospitals or 230. The 
panel before you corrected me when 1 used that number, which I 
got from you, and said 130 or so. Now 

Mr. Altman. Well, it is the definition of “major."’ You know, 
there is major and there is major-major. You know, I mean — 
[Laughter. 1 

And then there is a major-major-major. You know, before you 
know it, there is only Johns Hopkins left. So what can I tell you? 

1 Laughter. 1 

Mr. Johnson. Well, if we can keep that one, maybe we will be 
all right. 

Thank you very much. 

And Mr.‘ Christensen, did you want to inquire? 

Mr. Chkistknskn. Sure. I would like to get your opinions on 
what your vision of a graduate medical education should be. For 
example, what should the role of the hospitals in graduate medical 
education be in light of the current budget constraints that we are 
going to be facing in the next few months. What role should they 
play? 

Ms. Hankt. Well, hospitals have to play a partial role. A physi- 
cian and a nurse practitioner as well needs some hospital-based 
training. 

The real problem is that the need is for training in HMOs, in 
managed care environments, and in clinics. And we have a mis- 
match of what are the educational needs versus the way the funds 
flow to support that. 

Some hospital training is absolutely essential, and hospitals, par- 
ticularly large teaching hospitals, also have numerous outpatient 
clinics as part of them, which are a major source of education for 
both nurse practitioners, residents, and physician’s assistants. So 
you need some of both. 

The problem is that the bulk of the funds flow to the hospital, 
and unless the hospital is willing to support the outpatient training 
in another locus by continuing the salary. Medicare does not pay 
for it. And that is the fundamental mismatch that we have in the 
financing. 
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Hospital training is essential, particularly for surgical specialties, 
for real differential diagnosis of complex cases. So you need both 
Mr. Christknsp:n. Dr. Carter. 

Mr. Carter. I agree with Dr. Hanft, that the necessity for hos- 
pitals is clearly there. 

As an interesting point, the hospitals that participate in GME for 
nursing are not generally teaching hospitals. These are community 
hospitals. And the nursing p^rogram may be the only educational 
proCTam that that hospital offers. 

Those of us that are in systems such as mine at the University 
of Tennessee, where there is a single board that supervises the hos- 
pital and the nursing school, we are privileged to be able to do a 
small piece of that. 

And therefore I think that we need to look very carefully at how 
that happens. But in the same way, the training cannot take place 
in one hospital, which has been unwilling to share the salary for 
that learner, that nurse anesthesia student, to be gone, so it is a 
difficult question to look at. 

Our hospitals, for the most part, do not operate community-based 
systems, and in our State, where TennCare has become our new 
managed care arrangement for our former Medicaid, most of the in- 
dividuals participating are not hospital affiliated. 

Mr. Christensp^N. Looking at the contributions that teaching 
hospitals make, which ones do you think are absolutely essential 
for us to preserve? Which ones do you think may be something that 
we could streamline? 

Mr. Altman. Well, that is a difficult — that really is a difficult 
question to answer. 

Teaching hospitals play several very important roles. If you are 
in a big center such as Boston or New York or Houston where you 
have many, one or two less is not going to change the balance of 
that city or the health care. 

But you could have what might be called even a semi-major 
teaching hospital in a middle- size Midwestern city, which is the 
critical deliverer of care in that area and is where most of the indi- 
viduals are trained. 

So I get uncomfortable about using any kind of formula to decide 
which one should go and which one should not. 

In this case, i do believe to the extent that there is this market 
out there — it is not a market that I grew up learning about in eco- 
nomics, but it is a market of sorts, and therefore I think that may 
sort itself out, where the students want to go. If you reduce the 
number of students, you reduce the number of residencies, there 
will be a self-selection process taking place. 

Plus I think some communities are going to hang on hard to 
what even might be viewed from sort of the elite as second-rate in- 
stitutions. TV»ey may be very important for their communities, and 
their communities are going to support them. 

So I really could not tell you which institutions should go. 

Ms. Hanpt. May I add one thing to that? If you look at family 
medicine residencies, they are basically not based in what we call 
the major 250 or 330 teaching hospitals. Most of those family medi- 
cine residencies come out of the community hospitals, and many of 
them are in smaller communities. That is one area where you cer- 
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tainly would not want to upend the current environment. Those 
residencies operate quite differently than the standard residencies 
in the large academic health centers. 

Mr. Christensen. Thank you, Mr. Chairman. 

Mr. Houghton [presiding]. Thank you, Mr. Christensen. 

Dr. Altman, gentlemen, it is nice to see you. Thank you very 
much. 

I just have one specific question I was going to ask before I was 
crowned here to take the chair for the moment. 

I am particularly interested in New York City, and as a matter 
of fact, I am surprised that when Mr. Christensen asked the ques- 
tion, you did not say immediately New York was the obvious place 
where the greatest hospitals should exist and be protected. [Laugh- 
ter.] 

It is not that I am parochial or anything like that. 

But anyway, getting to the thrust of my question, health care in 
New York obviously is really dependent upon the Medicare GME 
payments, probably much more so than the average. 

So, you know, people like myself— and I know Mr. Rangel and 
others — would worry about the impact of this whole reformation in 
freezing limits and limiting the number of residents, eliminating, 
foreign medical graduates, limiting payment for the first 3 years, 
cutting indirect adjustment — a big, big difference, because New 
York is different than Chicago, Boston, or Houston. 

So I hate to see just a scythe go through the whole process and 
average it out where there is an undue concentration of teaching, 
research and residency which has to be protected. 

Maybe all of you would like to make a comment on that. 

Mr. Aetman. Well, I have looked quite extensively at the special 
interests of New York, and there is absolutely no question about 
it, that for many of these issues there is New York and the rest 
of the country. It is not even like: Well, there is New York and Chi- 
cago OT New York and Boston. There is New York. 

And .t flows in several important dimensions. One is on the di- 
rect side. The amount of payments per resident is the highest in 
the country in New York. New York depends more heavily on the 
number of foreign-trained residents than any other part of the 
country. They receive a much larger proportionate share of the in- 
direct teaching and the disproportionate share payments. There is 
absolutely no question that if you look at the numbers in New 
York, the impact of Medicare policy has a disproportionate impact 
on the current delivery system. 

I Will be glad to share those numbers with you. You probably 
know them. I am sure the medical 

Mr. Houghton. No, I would like to see them. 

Mr. Altman. And how you deal with that is a complicated issue. 

I am not a big believer in avei aging. I do not think averaging 
makes sense in this area. I think we ought to decide from a policy 
point of view where you want the system to go. And, you know, in 
defense of New York and Boston and Philadelphia, the Nation 
looks to them to train physicians that go out all over the country. 

So I would not average at all. That does not mean that those 
areas are not going to be affected if you cut back and probably will 
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be disproportionately affected. But if you average, it will be an ab- 
solute disaster for them. 

Mr. Houghton. Sure. Dr. Hanft, would you like to make a com- 
ment? 

Ms. Hawt. Yes. I am quite familiar with New York, particularly 
the role both the New York Health and Hospitals Corp. plays in 
both care for the indigent and in their very large role in graduate 
medical education, institutions like Bellevue and Kings County 
Hospital. 

I agree v/ith Stuart that any of these changes will have a dis- 
proportionate effect on New York. But I would also raise the ques- 
tion with New York as to whether they need the number of spe- 
cialty training pvograms they have in the city, whether there can- 
not be more of a collaborative effort across the number of medical 
schools to share some of those residencies, rather than each one 
having their own institutional spread of residencies through all the 
specialties. 

So I think there is some effort that could be made by the edu- 
cational institutions in New York to begin to soften the blow over 
time. 

Mr. Houghton. Well, in order to have that, if I could just inter- 
rupt for 1 minute — in order to have that effort made, there has got 
to be some sort of incentive. 

Ms. Hawt. Yes. 

Mr. Houghton. So it is either an incentive internally or amongst 
the hospitals there or something which we do. 

How would you suggest going about that? 

Ms. Hanft. Well, as you will recall, some of the suggestions 
made earlier to change graduate medical education was the devel- 
opment of education consortia. And this is one area where Now 
York might be a pioneer by getting the Cornells and the NYUs and 
the Mount Sinais and SUNY Downstate to really sit down and 
begin to decide what kind of work force does New York need, and 
how car. they, as effective educational institutions, work together 
to begin to phase down areas where they rnav be producing too 
many specialists and to be able to establish the kind of training 
sites needed for managed care for the community health centers in 
New York and for the other service providers in the city and the 
State. 

You could — Rochester has done a very effective job in outpatient 
training, for example, and in the training of family practitioners. 

Mr. Houghton. Yes. That would not have any impact on a dis- 
proportionate share of funding or something like that because of 
the unioue nature of the city. 

Well, look, the time has gone on, and I really appreciate this, and 
maybe we can get some other figures from Stuart on that. 

Mr. Altman. We will be glad to get them for you. 

[The information requested was not received at the time of print- 
ing.! 

Mr. Houghton. That would be great. And I really appreciate 
your lime. 

Mr. Altman, Thank you. 

Mr. HoufJHTON. And we will have the next panel. ITiank you so 
much. 









71 

Now I would assume that Messrs. Munson, Jacott, Schwartz, and 
Anderson will come to the table. 

Thank you very much, gentlemen, for being with us. I am sorry 
\ am the only one here. There will be others appearing in and out. 
You know, this is a rather peripatetic place. 

But Mr. Munson is the executive director of the University of 
North Carolina Hospitals and speaking on behalf of the Association 
of American Medical Colleges. 

Maybe you would begin. 

STATEMENT OF ERIC B. MUNSON, EXECUTIVE DIRECTOR, UNI- 
VERSITY OF NORTH CAROLINA HOSPITALS, APPEARING ON 
BEHALF OF HIE ASSOCIATION OF AMERICAN MEDICAL COL- 
LEGES 

Mr. Munson. Thank you, Mr. Chairman. 

As you said, my name is Eric Munson. I am the chief executive 
officer of UNC Hospitals in Chapel Hill where I am trying to run 
a hospital that the basketball team can be proud of. ILaughter.J 
I am also representing today the Association of Medical Colleges, 
and I appreciate the opportunity to testify on potential changes in 
the Medicare program and their effect on our Nation’s important 
teaching hospitals. 

Specifically I will comment on two Medicare payments to teach- 
ing hospitals, the indirect medical education and the direct grad- 
uate medical education payments. 

Second, I want to call your attention to an issue of urgent and 
increasing concern to teaching hospitals, specifically the Medicare 
average adjusted per capita cost calculation. 

Academic medicine and teaching hospitals are in a period of ex- 
traordinary and tumultuous change. My colleagues and I have en- 
thusiastically engaged in this revolution in health care delivery. 
Further, we are part of a national movement to getting costs under 
control, improving the quality of care, and maintaining an ever- 
expanding access to care to all Americans. 

My written statement includes just a few examples of the strate- 
gic initiatives some of us have undertaken to meet these national 
challenges. 

The teaching hospitals are complex institutions. We have addi- 
tional responsioilities in society that make it harder for us to com- 
pete in an environment where price is the only driving force. 
Teaching hospitals certainly provide patient care, but our care is 
frequently delivered to the most seriously ill, often using more so- 
phisticated technolog>% and to the mosc disadvantaged persons in 
our society. 

Everyone of us has an anecdotal experience of an immediate or 
extended family member who has benefited from having been re- 
ferred to one of our country’s many great academic medical centers. 
Your story may involve cancer or organ transplantation or hemo- 
philia or cystic fibrosis or a complicated behavioral problem. We all 
have our stories, and we must i ^member these stories when we 
think about tinkering with the public program which has enabled 
most of these stories to have happy endings. 

Teaching hospitals are also on the cutting edge of research and 
technology. We provide the environment for the conduct of clinical. 
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biomedical, and behavioral research and the introduction of new 
technologies. 

To some degree, that is one of the historical purposes of the IME 
Medicare adjustment. At UNC hospitals, for example, we have a 
major lung transplantation program, and we may find the cure for 
cystic fibrosis one day soon. 

Our research moves from the lab to the bedside and then into the 
community. I understand that today’s conventional wisdom is that 
we are too expensive. We also know that in today’s scientific age, 
we are priceless. 

Teaching hospitals also serve as sites ior the clinical education 
of all t3H3es of health care professionals, from physicians to nurses 
to allied health professionals. At UNC hospitals we have over 400 
residents in 20 specialty and subspecially training programs. We 
have 460 more students learning everything from physical therapy 
to cancer prevention to rehabilitation counseling. 

We are working hard to increase the number of primary care 
physicians we train, and we have decreased the number of spe- 
cialty positions we offer. 

We learned iust this week that 59 percent of the 170 UNC grad- 
uating medical students have selected residencies in primary care. 

We continue to operate the country’s finest demonstration of dis- 
persed medical education through our Area Health Education Cen- 
ter. Through the area health education system program, students 
from all four North Carolina medical schools received training ex- 
peiiences all over the State. 

Not only does this program foster exposure to primary care prac- 
tice models in rural North Carolina, it also sustains the practicing 
professionals who serve as clinical role models in these remote set- 
tings. 

All these additional responsibilities define today’s teaching hos- 
pitals, but they also make our care expensive. Some policymakers 
and many payers expect teaching hospitals to be able to isolate the 
costs associated with their academic mission from the costs of pro- 
viding care. We think that is pretty difficult. 

Teaching hospitals finance these additional activities through a 
complex and delicate system of cross-subsidized revenues derived 
from patient care including payments from the Medicare program. 
In particular, teaching hospitals, including UNC hospitals in Chap- 
el Hill, depend on DOME and IME payments. 

In 1993, UNC hospitals received about $20 million for these two 
categories of payment, enabling us to fund, for example, an ex- 
panded breast cancer treatment program, losses in the Southeast 
United States’ finest burn center, a new laboratory for gene ther- 
apy, a nev.' training program in emergency medical services, con- 
struction of ambulatory primary care training sites for our primary 
care trainees, and placement of clinical work stations in the offices 
of rural primary care providers. 

Increasing competition is making it more difficult to maintain 
our contract with society. In a marketplace where public and pri- 
vate insurers are not required to support their fair share of these 
responsibilities, the Medicare program’s historical explicit pay- 
ments to teaching hospitals take on crucial importance. Reduced 








73 



Medicare support will make it more difficult for teaching hospitals 

to sustain their role in society. that tkp 

On this point, I find it paradoxical and even pathetic that the 

new crop of publicly held managed care companies ,®^Ser ‘o 

hire our product, specifically primary care doctors, but y 
no interest in talking about the costs of production. • . j r 

Medicare and Congress, on the other hand, have reco^ize rom 
thf Suing that in order t> ensure quality care for the next and 
exoanSSJ gfneration of senbrs. Medicare 'has n responsibili^ to 
help pay for the next Mneration of caregivers. Now, in my , 

fioilll lirw ™°W end mr-omments by turning to the Medicare 
/JsCC methodology, which RevresenUtivc 

on and explain how that poses a threat to the future of teaching 
hosoitals’ ability to carry out their responsibilities. 

S some areL of the country, as in California Oregon, Min- 
nesota and Florida, this threat is real and immediate In other 
arear’such as mine where Medicare risk^hased contracting is not 
as prevalent, the urgency of addressing this problem is only coming 
to the attention of teaching hospitals. in 

One thing is cert.ain. As time passes and Medicare ' 

risk-based programs grows, this problem will only increase in mag- 
nftude and beSme more difficult to solve. Failure to address the 
wav ir. which DOME and IME payments and the disproportionate 
share payments are incorporated in the AAPCC calculatmn P°ses 
a threat to the financial status of teaching hospitals. Modifying 
aspect of the calculation would at least partially ameliorate the 
competitive disadvantage that teaching hospitals bring to the nego 

ufg?you to address this issue in the context of the Medicare 
reform package currently being developed by the subcommittee^ 
The AAMC staff would be happy to work with the committee to 

’’^Blfore^^ldose^'*! w like to make a personal obs^a^ 

tion Our country’s teaching hospitals— 1 have worked at three a 
a national treLure. They are also fragile. In this era of competi- 
tion Teed and return to shareholders, I believe that those who 
chrAif[on education, research, and public service the very domain 
of gov^ernment, will be smiling when the last chapter is writte . 

thank you. 

IThe prepared statement follows. 1 
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s\siem s neu impcumcs But m j comp<“'*'ivc cn\ironmcnt based on price, tenth inp hospitals and medical schools face 
special challcnge.s because these complex organizations have unique mis.sioiLs that, of necessity, add to iheir costs The 
cosUs (if these additional mission.s are borne in our current system b> patient care resenucs. including payments from ihe 
Medicare program, through a system ot cross sub.sidizaitnn Patient ser\ ice revenues have supponed graduate medical 
education and other academic actiMiies. and payments from paying patients lu\e supported chanty care patients 

The Prospcctise Pasment Assessment Coniinsssion iPr >PAC). in its March 1995 repon to the Congress, notes that as the 
.ompeiition among health tare delivery providers iiiteiisines. the traditional patierns of subsidies across payers and 
prosiders will change ip.ige 5) As the oserall costs of mediml care ha\e risen sinrply. private health care payers have 
.idopted payment systems such .i.s capnatuin. aggressne contracting and discounting ihat restrict their payments to co\er 
oiiK co.kIs and sersiecs they beliese are iiecessarv .md ot identifiable, narrowly denned henclit to their enroliccs. These 
lypcs ot pavinent ar ranee me nt^ iiiwre.isinel> do not rcwt'gnize co.sts assiKiaied with the education and research missions 
ot teaching hospitals 

In the iiculs price CiiiTipctiuse eiisironnieni. there is pressure on prisate payers to a\i>id paying higher patient care rales 
to fund the additional prixlucts of teaching ht^spiials that go hey mid direct patient care The A.AMC belies cs that teaching 
Hospitals, who are eager and willing to conipeie in the marketplace, will at oinc time in the short term tuiurc no longer 
be .iblc lo "make up the sliorifair to rund the costs associated with then aeadeiiiie missions through higher charges m 
patients Reseiiue dat" trom hospiials belonging lo the .A.AMC's Council of leacliiiig Hospitals show thaipris'aie and ssime 
publK payers support about two-thirds to tour fifths of these additional costs primarily through increased charges tor 
serviees Iloweser, as I’roPAC iiote.s. incre.isiiig wompetitioii m the pro ate sector is nuking n harder for leaching 
tacilincs toobuin the higher payiiietu rales i-.eeded los mer ihc added costs oi their graduate medical education programs ' 

I page ’’i 

In ihc absence of a marketplawc where all insurers or sponsors ot patient care programs support their fair share of die 
.icademic iTiissioii <>l teacliiiic lu'spiials .old teaching physic tails, tile Med'caie program s historical, e.xplicit payinci.is lo 
tea..tiing hospitals iii support ol tin ir added responsibilities take -m tnicul import aiice l \en though Medicare pay lucni'^ 
supp»iri tiiil'. a pi'riion. between ».‘iie- tilth .md one third -tit t!ic ■..osts ass^.'^.lated wnli ihe acadeiiiic niisston, teaching 
hospiidls rely hejMly on the iwo .Medic.iic p.t\ineiits with an educ.itimial '.ibel the direct graduate niedi«.al education 
lOGML* iMuiieiii and the mdircwi iiiedi..al e.lucathm ilMLi adiusimem Reduced .Medicare support wdl make u iiioie 
difficult li-r teaching hospitals to sustain iheir additional missions 

I lie .-\.\MC bclieses that CoiirrcssMiial decisions mi Vledu.irc payiiiciii poln.% s|umld he made in the '.onicxt of their 
impact >'11 the enure health care sysieiii \s Prt'P-V. indicated m its Mar.h 1945 report 

MeduJie s pasiiicni (vduies nuisi tv conMilLreO in the i iraesi ol shjnge, i-.onring m ihe liiu:u.int: anddeloery oi healih ..are 
■\nuw the n-.osi signilitani ot diese .r- ihe crosMh .n ‘.a[inaicd luynicni tncihixls .md managed care leehntques in the prisaie 
msura-’.cc market Impon.mi i.itiors connmuing lo ihcse dcsclopmenis melude ..onsiraints on payments trom pnvaic payers 
and inwieased wompemio:i .imong prosiders ,iiid |uyers -pjge 

White the jsaJciiiu medical eomniuiiity undcrsi.iiids ihc I cdcral goseriuiieni s need and timimitiiieni to reducing the 
budget deficit, and the growth in Medicare and .Medicaid expenditures, teadiing hospiiais and teaching physicians would 
bo particularly haimed by reduced Medicare sup|vrt lusi w hen tiics arc undergoing numr wliaiige I am pleased to appear 
belore y'u uxJay comment on ilircc issues relanng to Medicare Part -\ p.iyments ol crucial imponance m tea-'nig 
b. ispil.iK 

• ihe |oU- Medicare payments i.'r DGML wOsts m s-ipport .9 residency training. 

• ibe iiiiporuiKc ol the Medicaie IMl: .id)usimem lo the rinailci.il \ lability <»i teawlling liospiuls .iinl 

• Ihc metli.Hlology lor calculaimc ih«* jser.ige .idnistcd pei c.ipiu .osi t \AIVC i. ihc :a;c th.it the Medicare program 
(■.lys lo risk somr.ictor HMDs 

l-\cn under iioriinl sircunisi.mces these ihice issues w.ul.i K- iinporum. but they take on especully critical dimenshnis 
III the c-.ifretit eii\ iroimic-'-.t Ix'r ex.iiiiple wliiie many proposals to change Mcdiwarc paymeiiis would alfect both teaching 
.md n tii-UMchmg hospitals, •ubsianiial redu^nons :ii IMP and DGMl. p.iyments would harm ic-adimg hospitals 
dispr-'ponion.iicis. seriously ihrcMiermg then fiiuiicial stabihiv and afteciing access m care and qu.ility of care recened 
b\ Medicarelieiiericunesaiidoilierpatients .-\ddmonatly . lailuie lo address i|ie way in which DGMKaiid IMU payments 
and the di>proportioiijic share iD.SIl i payment are in^orporaicd iii the AAPCC c alculatmii poses a ilircat to the financial 
si.itu*^ o| tcMching hospitals 

I urge the members this suhcomiuince U' ..-nsider catdully its Medicare p.iymcm policy rccommendaimns Teadiinc 
hospii.iis and leadiiiig physic l.^n^pl.l\ . iihval roles moiir lie.ilili care delisery sysiein. and they could be damaged seserdy 
imless changes are cratied cardulls and are b.ised . o an cueiisise imdersuiiding ot ihe sersice. edu^aimn and tescait-h 
iiusM 'iis <>l .ujvlemi. nu'duine 



HospiuN ilui ifiin health prolessioiuls luse inuUipIe Junctions In .ulditioii to prosiding medi.al c.i^e to individual 
panems these hospitals prvMde the tesouuc> lor the clinical education ol pliysiuaiis. nurses, .md allied healih 
prolcssuni.ils I \> proude this formal evpcncntiath ‘basetJ clinical iratiiiiig. hospitals incur costs beyond those necessary 
lor p.,iinii care ) hcse added direa cMs nu hide sjianes and fringe beiietiis for trainees and the hiculry who supervise 
them Ihc salaries ,ind bvndiis ot .idmmistr.iii\e .iml dcric.il stall m the yi.uluaie medical ediuation office, and allocated 

IllstllUllv'IUll 0\t lil.'.lil costs. sUwll .0 ct*sLs b'l C'k'wtIibitS J'Ul tlUllUL'M.inci 
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Cfi Graduatg Medic al Hducaiion Payme nt 



WhenCongress established the Medicare proermn m IV65. it acknowledged thai educational actisitics eiUtanced ilte qualits 
of care in institutions and recognized the need to support rcsidcncs iraining pr<>grants lo help meet the publk need tor 
fulls -trained health professionals In dratiing ihe initial Medicare Iccislaiion. Congress suted 



eduCaiiMR costs in some other vsa\. ihai a )uri ot the nci cost oi such aciiMiics (including sitfiends oi trainee^, as vscll as 
compensation (>i leachers and oihcr (‘t^sisi should tk. borne lo an oppropruic csteiti bs ihc hospiul iihurancc pregram ( House 
RcpjiU. Nuntb-;r ^Vih (‘onpress isi Sess O ( and S eruic Rep ort Number 4(i4 h 1 KWih Congress Isi Scss Jb 
(lsV)5i». 

Siniilarls. in the regulations goscrnmg the Medkarc program, ilie Nccrciars (d Mealih. [-.ducatinii and Welfare stated 

li is rcwopni/cd thai ihc cosis oi su(.h ediivJiioual aciisn:c\ should be txrnc I's ihe ctminiuniis Ih^vscser mans communities 
base not assumed rcsponsibiliis tor imancinc these progrjins and ii is neeessars ihai support bs‘ pr(mded b\ those purchasing 
health ware I'niil comntuniiies undertake lo bear iliese cosis. the prniiriiii vutl pariicipate appropriatels ip Uie support isl these 
actismes i42 <* F R Secimn 4 H gs (lormerls hcction 40.S 42lici]i 

Thus, since ns inception the Medicare program has assumed some rcsponsibiliis tor graduate medical education costs, 
making separate paymeitis to teaching hospnals for these costs If there was ever an assurnpiKut that the 'csimmunits 
would take responsibility tor its share of these costs, n certainls is nui occurring in the current competitive ciiviroiunem 

Until the mid l‘>80s. Medicare paid for ns share ot DGMIi s(>sts based i>n ihc hospital s historical and reasonable cosis 
as determined by an audit Reimhursenicni was open ended in that a proponionaie share of 'reasonable and allowable ' 
DGME tosts incurred every year was 'passed througlt" lo ihe Medicare program, DOME pajments sere also open-ended 
in tliai ihcre was no restriction on Ihc number ot \s.irs that Medicare rcimborscmciii would pas for support a resident s 
training 

In Apiil I9KO. Congress passed the Coiis«*lidaied Omnibus Budget Rc(.onciliaiion .-\ci tCOBRAi ot I'iSS iP L 
which dramatically altered the DOME payment mciluxJoIogs The legislation changed the DOME pasmeni nicihodologs 
Irom one based on amtual historical DGMH costs lo a prospect is c per residcni amount The Medicare program now pass 
Its proporiiOnaic share of a hospital-specific per resident amount based on aud'icd costs Irom a base scar and updated for 
inflation rather than on ilte basis of DOME costs aciualls incurred T(xla>. a hospital s DOME pas mem is calculaicd bs 
multiplying the hospital’s n.xcd amount per resident by the current number of residents and then multiplying that result 
by Medicare s share of mpaiicm dass ai the hospiial Other legislate e and regulators changes liase been made since 
COBKA, hut the basic inethudologs tor calculating the DGME pasnient remains the same 

In addition to changing the payment methodology. C’OBRA placed limits on the number of resident trainee years for which 
full Medicare payment would apply In a suhscqueni change. Congress chose to restrict full support to the direct co.sis 
of those residents within Ihc minimum number of years of formal training necessary to satisfy the cdu:aiional requirements 
for initial hoard ccnificaiion. up to a maximum of fisc years The fise-scar count would be suspended, howcs'cr. for a 
period of up to two years for training m a geriatric rcsidcncs or fellowship program Pas man for residents beyond cither 
the ^Kriod for initial board ccmncaiion or the fis e-sear level arc reduced bs SO percent 

The change in UGME payment mcihtsdoiogs required by COBRA, which the .\AMC did not oppose, terminated the 
previous open-ended commitment to financing graduate medical education Although COBRA limits OGME payments 
It still jckiiowledgcs the hi.'-lonc.il scitpc of direct graduaic medical educJiKMi costs, including ilie salaries and fringe 
l»»*ncllts ot residents and supers ising faculty physic ian-> and mslitnlional twerhead vOsls 

Fropstsabi. to Chang e Me dicare Pay ment s CtjaU 

Since the tmplcinentaiion of per rCMucm p.iymcnis in I98M. pishes maker, have projxised changes in the rtcihotiology lo 
cncouiagc residency training in generalist specialties and m non-hospiial-bascd sellings The Association recognizes that 
the picsciii system has not prixfuced the number I't generalist physicians that society may need in a reconfigured healili 
care system .-\ IQ'i^ .-Vssisciation policy statci.ieni calls ti>r 

an oscrall national goal ihai a m.sionis oi giaduaiine medical Modems he c-jmmiiicd lo generalisi careers (family medicine 
general iiiicrnal medicine and gcner.it peduitics* and thai .ippropnaie eft'^rts N.- made h'. j|l sctioiK so ihai ifiis goal can he 
reached ssilhin ihc ‘.hones l possible time 

The policy diKunient s fouiidauon rests on the implementation of snlumary. pnsatc sector initialises .Among tlicm is 
creatine and niaintainmg incentisc programs aimed ai mdisijual medic.il students, restdctii trainees, and practicing 
lihysic'ians as the best methods ot inducing career choices m certain specialties The AssnctaiK’n s policv staietiicni 
slioncly endorses that private sector organizations .iiul gosernmcnt.il bodies should |oiri i-‘geiher in partnership to clmimaic 
the many harriers that exist to iiicamg the need tor generalist physiuans 

With revpcci loilic M'le of the f ederal goscrntiicnt. ihc AAMC policy siatemciii rccomineiids that the Medicare program 
and other third -parts- payers should adopt other reforms in physician p.iymctil designed tn conipeasatc generalist physicians 
more equitably bs rcdiiuiig the marked disparity in income expectations stetnimng from our current system of physiu.iii 
payiiiorii -\ scc('ixl recommciidaiion is tliat p.iyment nictliodN for riiuiKiiig the direct costs (d gradiiate medical ciluc.ition 
should iii't ctcaie nor peqvMiiale harriers to shilling the balance between generalist and riiui generalist traiiiiiig 



Fducaiional acnsiiics enhance the quaiiiy ni care in an instiiuoon and ti is intended, uniil the communiis underiakes lo hear suJi 
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Appropri.'iic irainin^ expcriciues m amhulaii>r\ comiminiiN-hased iUMi-h».'spiial seiiing.s art;c.'>S(.‘ii(ial lopnvJucc compcicni 
ph>MCian*> As hospiials encourage slK'rtcr sta\s b\ more jvuicl> ill paiicnts. irainmg \n ambulator>- and loug*icrm care 
settings IS needed to supplement the educational experience prosided m hospitals to assure that residents reccr.e 
comprehensise clinical iraiiiine 

The nation s medical schtnds base implemented programs ii' increase ihe assareness and aitrasiiveness »»t' generalist 
tncdicine Neve clerkships cmphasiae more experience in ainbulatorv settings (%mrses u itli a primarv s tre ts»cus have 
been added during ihe pre-elmical \ cars and new curriculum sirategies. such as primarv care tracks and ciiiiipetcncv based 
vUrrieuU. are being develc»ped and iniplemented Role m-klelmg and mentoring opp«vrtuintics are Ivemg piov ided throuen 
slasses. Uirmal mentoring programs. ‘»r the assignment id advisors and the development primarv care interest vreups 
Schools have convened primarv care task torces. appoiiued new .-\ssociaie Oeans tor [‘rimarv Care, and develi^ped new 
depaiiinents of familv medicine and divisions in general internal medicine and general pcdiairus 

The ;\,AMC Is pleased to reptnt that medical schivds ctiorts. in ctmibination with market forces, have been rewarded as 
mcdual students interest m generalist pra..iice >,»nitmucs to increase Although data on inedisal students career choice 
trom as recenilv as the graduating class of I'^bd sh<iw .i declining selection ti| the generalist specialties, more recent duia 
sigiul that medical schm’)! graduates continue to iiiitu^e the diatiges in the healih care environment In 1994. the 
['creentage <»l medical school graduates indicating their intention to pursue certification in one of ihe generalist discipline'' 
increased again Of graduating medical students. '2 8 percent indicated an inteiii to choose a generalist career in 1994 
comparedto 54 percent m 1992 and 19 s percent in 199^ In aJilnmn. results from the Naihmal Resioencv Matshinc 
Program tNRMIM. released March 15. 19*^5. showed that medical students matched into taimlv inedK ine residcncv 
programs at the highest rate in the NRMI* '■ 4,<-vear historv Over 2.iH)0 graduating setiiors trom I S ma.ical schools, 
or 15 4 percent of those seeking first* v car rcsideiuv [hkiiii'Hs. nuiched mis' a tamilv medic me lesiJeiuv Tli.s compares 
to 14 0 pcrceni <if all 1‘ S seniors m 1^94 

Personal incentives sueh as loan forgiveness, tax benefits .md oihei mdui.eme.us such as narrs'wirig ihe income gip 
between generalivi and non-generatot plivsiuuns. .oe nu'ro likelv n> icsul* ;.i greuier nuniber-' .'f f N medical scho\*l 
graduates entering the generalist disciplines It iiioneiarv inceniives iie to he provided tliev shnuld be aimed at 
individu.ih. not hospitals and their sp-UKiircd resideiuv pr» grams there .»re.il''.- .i varietv of tederallv sponsored siuJciii 
loan lepavmeiu programs that could be Kilstered 

Oiir presen; s\ stern for graduate medical education has much U' d'lnmend it ’he .\ \MC apprecuies ilie need to siudv 
different pavment pcdicv options However, ii is irriponam lo nnie iliai main opiioiis .ire inierrelaied in sometimes 
unexpected wavs that, if adopted, could result in umiuended ci'iiseqiijncc's. vuch as ihe need for a regulatorv mechanism 
The need for re cxaniinanon notwithstanding Congress should carciullv consider changes m Medicare pavment poljcv 
that would reduce the program s current level 'U support tor DGMI;. and vet fail is' encourage the attainment of desirable 
public pohev goals, such as an increase in the number I'f generalist phvskians Vhis is particulailv mie m ligb.t oi 
diminishing support trom oilier pavers and the present unlikeliliOkkJ ol esuiblishing .m all-pavcr fund tor graduate medical 
education 

In addition to proposals to shift the balance of generalist and nongeiieralisi phvsiuans pi'licy makers also luse expressed 
interest in hmiting the variation in hi"-pit.ii speeific per resident amounts Mans ot these proposals are intended to limn 
the growth in Medicare expenditures Among the more frequerulv menti 'iied proposals winch seem h' have captured the 
attention ot some policv makers are 

• encouraging the development of non-r.»'spiial based arnhulatorv training sues bv allowing emiiies i ther ih.in hospitals 
to receive Medicare DGMI: pavments and changing pavment rules f*»r me IMb adiustinent. 

• weighting payments by specialtv i.' en^ outage ir.umng in the* generalist special! les. 

• consfmciinp a nati<'nal average per resident pavnn-iu methixloh'gv that would reduce ihe variati.*n in hospital spec if i». 
per resident p.ivincnis. and 

• hnming pavments based on certain ivpes "r a delined number .if residents 

b.ach ot these proposals and their poiential impa>.t cn graJu.itc medical ediicaii 'ii is disuiisscd below 

/■..»iroi/r!igi/:i* r^it' tif\flopmen( of Him iunpiuil hau’d r/m/»i//i;rorv ;M/;ri/ie urov Iiicreasinglv . ..are that ss.xs delivered in 
a hospital inpaiiom setting is now being provided m clinics, ainbulau'rv surgery scnters Lommiiiiits health centers, and 
other alternate sites .\s health maintenance org.im/atrons and other fi'rms of rn.'iiaged care lelisers s;. steins command 
a larger share of the licahh care delivers market, medical educau'rs have re^ogi *ed ihat it phvsKians jre lo practice 
appiopnaielv m these sellings, it is imporiam tor them m be trained in similar sellings 

Changes are needed to ensure that training sites chosen bv resideiicv pri'gram dircMors are se!e..ted I'ccaiise they ..ffei 
approrsnaie ediivaiional experiences not because ihev are nu're e.isilv funded Some changes m Medicare DGMI- iunding 
-'hoiild be coiLsidered to encourage resuleiuv namin.e in non hospital, .iinbnl.itoiv sites Ihe law regardiiie Medk.ite 
DGML pavments is very explicit in siting ih.ii DGMb pavmems mav be nude oiilv u> hospitals On the oihei fund, the 
law and implementing regulations allow hospitals to receive DCML p.ivmcnts lor the training ol residents m iion h.ospiul 
ambulator settings isuhjccl to certain requirements i Although an ainbulatorv site ina> not at present receive a Medicare 
p.iyment directly for any DGMI- costs n might insur. nothing in the lavs prevents it from negoiuiuii* l.'r a pavment from 
.1 ho^pn.il lor ihc residents ilui the non h..spiul sue accepts 

Ihe \*\M(' believes that the fuiKlmg l.»r gradn.iie medical education should siippori residents and programs in the 
iiiihulaiorv and mp.itiem traimne sues ilui ais most .ippiopiuic t-'f the eJikafioni! needs of the resident' i5.e 
•\ssosUtmn believes ilwt Medicare DGMI pavmenis should be made to the eimiv that iimiis the csi Reupieiiis .a 
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iMiK'MK v.'iiid be icasliinji hospitab. incdical scluiuK. n'.ulii-sptfcial[> croup practices or other organizations that incur 
ii3inii..‘ o.vis fhc AAMC sirongK encourages the formatuin of formal asscKiations. or graduaie medical education 
W. 1 I 1 M it:a. •« assure the continuu> and ct'iirdinaiion ot medical education and lo scr\ e nutcntialls as the fiscal intermcdiar> 
•n dist. buiii.j. pasinenis across \arious training sites Hovce\er. the AAMC does nm snpp,^rt pavments being awarded 
‘ircciiv 1.- naming programs, since uliiinaicly ihe orgam/aiion ot which the program is a pan must determine the 
•••>.(.iu:<o:ul sommnniem lo graduate medial educaiion 

The AAM(‘ .irges C»ingrcss to consider nKHiif\ing the staiuiors requirentent that oiiK In^spitaK ina\ reccisc Medicare 
IKiMI- oas.n-iiis and to permii other eiiiiiics to recenc the pasmcni li !hc> incur the cijst ot training .A pasment 
meimvJotoes vsould base to be dc\ck»ped based t<ii ihe costs ot training at those sites To explore the issues mhcrein in 
'■^:i : .hai):c me A.AMC would suppoti an eftori li' design a research and demonstration protect to encc»urage ihe 
^e*.. ' '•..ni o' new iniegratcd iraimnc si:t-s and or GML consortia I nder the proieci. ihe Adnnnistraiion eould 
.•xp M ind m.n;ior the impact ot allowing mm hospnal sites {o reccixc UGMI; paxment.s if the> run the training 
pi vi ii'w ..:k 1 incur the c»'sts 

Howe-.ei. siioiing rcsidcncx irainmg ti' non-hospital sues mav negatiselx imparl the lex el of a hospital s IMK pax mem 
Manx p«'ikx makets belicxe that the 1MI-. adiustmeiii m the Medicare inpatient J’PS serxes as a diMnccimxc tex conducting 
eradi.'ite taedi.ai education in non-hospiial. ambiilaiorx sites Thex argue that the current rules goxeriimg the count of 
a hiwpital s iiainecs for IMR paxincni purposes proxide an inceniixe to keep residenis m certain areas ot the hospital 
Hospitals .ire .ilii’wed to count onix reodenis m the PPS-relatcd units of the hiwpiial. or its outpatient depanmem If a 
leaviiine hospiiai sends a rcsidem for a training experience roiaiioii lo a nursing home or a wlinu m a rural area, fi'r 
example. :he hospital max not w»'uni ihe lime that the resident spends m these settings lor IMl; paymcni purposes 

The -\AMC* cikouragcs the elimination ot barriers to Graduate medical training in non-hospital, ambulaiorx settings and or 
:nnor . and niral sites sxhile niamiainmg ihe curreni insinuiional PPS paxment siruciurt The Medicare IMM 
idMiMin-'iii. wMicIi sompensjics leaching hi'spiials tor ilieir higher ixperaiing costs due lo scxcriix .st illness, ihe proxision 
• 'I .1 t'lojJer scope ami gioaier inicrcsiix oi serxiscs. and ilie presence »'1 phx sici ans-in iraininc is inpaiicni -based To 
•iddrcss ihis jpparc'ii barrier lo dexelopnteni or n»'ii-hospii.i! .nnbulatory iraming Csingress sould. I t example, allow 
ii- smtaT lo count hospital sponsored lesistents m lU'ii-lv'spital selimes lor IMf: pax meni purposes To maintain ihe 
budget neutralitx nt suth a changi* m the k.v'uiiting rules. Congress suuld require a Ireeze on the number xxf inpaiicnt 
rssideris that ihe hospital sould ss'uni U’r IMT [uxineiu purposes, selling a inmi on ills* agg legate [ axmeni fhe -\.\MC 
XX 'Lid 'xe pleased ii' xx-ork '.siih the coinimnce suit i.x dexelop this pri'p«'s.tl lurther .ind t ' formulaic lUiier budget neutral 
p-'licx options 

r.An»m' h\ Sprw.iin. I or scxer.it s^'ars. some polkx makers luxe prv'posed eiuiiges m Alcxlicare paxmcnis 
t-'r DGMI ^-'Ms ihat arc* intended to proxid-c iis-.eiili\es i,' encx’uraee the ir.iimiig o1 gs-neralisi phxocians anJ eltminale 
the • Jii.t'ioii in iiospiial-speciii. per rs'stdem anioxinis Addiiiiiiullx 'hese propixsals xsiiuld reduce tiu* Aleditare program s 
nxle III GNU: tuiidmg 

lor ex amp!.*. Medicare UGMI. paxnicnis ^ould he basexl onapei lesideiit amount that would ihvii K* weighted base-Joi: 
the spccialix .irea that a residcni is pursuing Thus, ihe Medisarc pr»*gram would nuke a higher paxment for a rcMdem 
in a ecner.ilisi spccullx than tor a non- genera list residcni Such a pr>xposat. it adopted, would replace the current hospital 
specific Medicare paxment ineihtxdoli'gx wnh a sxsiem based on lexxer multiple rates Thus, a hxxspiial s total direct GMt; 
j'lxmer* w be based nv'i on us ^osts. but on the speeialtx mix of its trainees Some {vhex .malxsis txclicxc ihat these 
txpe ixl pri'ps's.ils xxoiiisi IK'* ixnis elinnnaie ifu* xariinon in direct GMl: pax merits, but abix would oficr meeniixes to 
rr^-duwC m<'re gcneraliM phxsutans The pr>*posal xxould attempt to asconiplish this px'licx gx'at bx pax mg rclatixcK 
!.i\i r.il'h* imounis for gener.ilisi residen. les jrki snbsiaiitullx less faxorable payment amounts for all mher residencies 

I'he -\ssv\ia:iori .'pps'ses proposals that are mended to stimulate the ppHliution -u generalist ph\xKi.ms bx weighting 
UGML paxmeni.x t'x speeialtx Mihougli the .\ \MC striUiglx supp-utx more indix iduaK enterine generalist practice, the 
•Xss.k.ai’.on Joc"^ not belicxe ihat ;h:s ['rop.wal xxolU avhiexc its inic.ided obiCwiixe oi encouraging ihe iraining of nvii. 

p'lx ocuns rro|\wals io xxeiehl MeJi^.iic DGMt paxinents bx spci.uhx xxould luxe .i negaiixe elfecl on mosi 
MospiiaT DGMI raxtnetils. jL-pciidiiiL o:i :jie iin-..piial s spe^i.ilix mix oj rosidem n.iiiK-' S 

Addr.i 'iiallx .lala oii...ircei cIrxkcs lU niedis.tl s. hi\'| grjxhi.itcs mdis uc th.u nu'dical siuxieilts selewtion of residcn^x 
'oji.ittie piograiii. -..affecied noi bx Medicare paxmcnls lo liospiials. but bx market eonstitions and personal suiiabilnx t.' 
.i p.irlisular 'pCvialix -\l present, llicrc arc m-. re generalist training pcwithuis offered to medical ssluvl graduates than 
thcie .ire iiucfcsied siujenis lo fill ihcm I he t.ok ai luiid ix not lo iiKre.ixe the ninnl'ci » I generalist training px'sitiiMis 
but :• invrx'j'C the a'tt.iciixeness ot the irjimng positions alreadx axailable 

In Vx Matvh isT''^ ii' the C otigress. the IMixsm in Paxineni Kcxicxx f cmmisMon i PI’RC i sx'n.luded Mut weighting 
MGMI pivn.eii's i-* lu'spiuts is iindesn.ib;e I hi- s-'ininixsion mituaie-l ih.ii thru- xx.ts .■lic.idx ,i sulfk>'.*n' ir.iinbei -f 
.•xisiiiiv’ e-nriaiist training slots jtid xxeu'lUiiii- xxouij luxe link* milueike -ni hospn.il nunagcnieiii s and tesiJeikx 
[•ix’prani dirc»-ois dceisi> n niakine 

Chan. '.*s .n pJixsi.iap manpoxxer supplx prcsstuc Ir* nt both ledcral and private p.txcrs to C''nsuam the growth in hca:;' 
vaie expei'Jiiutes. ..nd changes ni meduaf .arc delixcrx h.ixo pr. \lu^cd signifk.int tensions lor residx*iK\ and fellowship 
ttaimiig I rograuis .-\t the same nine, the .-\ssx\ialion rcwOgiu/es the I lustration of gi>x eminent |Hi|iex makers m assuring 
.’i-- 1 iblu .ux .ixvcss i*> .111 j[*propi I lie spe. ulix mix .'1 ['hxsKians Ihe .\-\NU -uopons stuicgics to develop .iildiiiom; 
I’.lk'iili't plixsi. 1 .U 1 111,0 -xxcf b, ' I I 'pos.i ' ! ■ XX eii'I’l Mv.dk jle l)f «Ntl p.ix ti.xiils b.ised I'li s|n\ul!x if CnJsIcd w .ild 
.'I'lx .- *iir.M.te 1-- the n.siahiliix -u GMl innding Nnong icsidcikx program' ixquiie sonlimiiix .-I clbut and subic 
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support it tmurc v't-ncraiioiis ot Amcncaiii. to ha\c approprtaic access to ueM-traincd plt\\tuafv.. uc must maimjiii 
aikl strenj:thot^ nur medical cducatinii system, uwludu.}! its residence traiinnjj component 

t'o/urn/i ri/rtf j Safifiuii /'n\«it'/i; Anu>uht 0*r PCKU- r> l.a\t \ear. Junne the debate o-.e: coinprehei.su e 

health care rctorm. some policy makers recommended the iieveh>pinent of a naiional aver .ite per resident pa\mem 
inctlu'doloes uitb payment adjustments for reeion.il dtffjrences in wages and nr wage-related costs In s.-jnte instances, 
ihc propsisaK excluded certain types of costs, stichas direct oserhoad costs or alliKated insuiutional oserheaJ costs riiese 
wlianges were suggested in the conie.xi of a package ot proposals for giaduate medical education retorin. mcluJ.ng an all- 
payer funding inech.mism ihai ssas to be separate from payments lor patient care seivices 

Ine -\.-\MC‘ supports the ci'iiimuaiion of the wurreiii Medisaie per resident payment nieihod b.ised on hospital spcstfu 
w.-sts Mie .\.\MC belies es that a luiional a\er.:ge pay mem nieilUHl would fail ts* recogni/e siructurai factors ih.t 
leciiimatels alteci a hospital s per resident costs Fhe oserall fimincing ol teaching hospitals and medical sjiools often 
:«.dii\cn bv histone circumstances, which h.i\o led to cc-riaiti ec us, espccully f.iculi\ supers isory costs, being borne 
sariabis by the medical schtKd or teaching hospital The disersity ol support tor the costs nt laculty is probal ls the most 
ini|M'ri»m reason for ibe sanation in Medicare per resident payments .Xddrnonalls . ib.cre arc legitimate differences ir. 
edusaii.mal mtHlels depending on the specialty .inJ the msiiiuiion Wide s jnaiion in ;>cr residen; amounts esists amone 
iiospii.iis 111 the jsailabiliiy and ai.iouni ot support irotu non lii^spiial sources including faculty practice earnings and st.iie 
- r hical gtiscrnmeni appropriaiions While s.'me pio|M}\jls would adiust the .Medicare nauunal .ises.'igc pc*” residem 
pisniciii lot differences ni wages and other wage-relaied s.isis. inesc oilier siniciural factors would not be reflected ii> ihv 
luiional jseraec payment incilasl-'logs . ..re-’tpue inappropriate winners .ind losers 

1 jsi sear at its January 2U. id94 meeting, f'u'P \C‘ discussed recoiniricndaiums on graduate rnedual educaiio.i fmansino 
tor us Maieh 5Vd4 iqsiui Commissn'ners rcsiewed ,i suit anaissis of grailnaie medic.il educ.mon tosis and pasments 
.nid iioifd die coniplcsits of the dismbutio.n I't ihesc jMsinenis to hospitals Chainnaii Smart l( .Mnnaii. Ph D . cautioned 
th-'sv ‘A prefer moving to a naiional ascrage pasnieni nieihodologs for residency eosi.s w-ithout insorporaiing a nuriKc'’ 
.4 adtusimenis in ihe pasmeiii sssu-m Poniinig to the toniniisoon • elcscn year expcrietice w n!i the prospcctise p.isiiie!il 
'.ssieri ihc lirsi jtiempt bs the tedeiai go-.etiiiiicni ■ sundaidi/e pas inciils fused oji n.nional .iser.iges--Di Altman noted 
iim‘a nuns jJiioCtuents had been added to ihe I’I'S oser die sears ro athiese p.ismenr ec|uits ProPAC s preliimiurs 
.mats Sts ,u giaduaie nicctua! educaiion eo^is leuiid snmi:i..ani relaiuinstups oeiiscen per res idem costs ;md hospital si/e. 
iis share u tull nme ecjuisjlcm residenis iniiie o;ii|un^ ‘u 'eitmg. iis share -d cost'- r.‘l.ne.j lu faculty physicians salanes. 
.ieoL’ijphii region, location in .i meiropohlaii sLimsd. ,d ,ne.i. .ind aica wages 

ihe \ \\U‘ ,i!so supports the current inethodoli»e\ because n recogr.i/es .ill types m ..osis. including ‘ ilaric'- and fringe 
beiieliis of iJi« la^uhs who supersise the resident', diret i 'weri'cud sosis. '.ach as iii.ilpra.uco u-'is. .ind the salaries and 
benefits ol .idiiiimsitaiisc .inJ ^leiua! su|''p>'tl sutt in the gr.iju.no iuediC.il edue-.ilii'ii office, .md .di. cated inMiiulionai 
e'serliead ..o'-ts '.ush .is c'Wis t>'r m.unier.aiue .mJ utilities ftie \ \M(’ opP'"’*- '' proposals u' exclude ccnain is pcs 't 
IKiMl' s-Mis eu^h as 1. 1 . alts s.ipei\isum costs .-r ■werlie.icJ e-wts. from the e.i!eulati>m ot the Medicare per resident 
amouni Ihc .A.A.MC belies c‘s tlie lew cl of p,i\mem should re‘‘ogni/e all types of cosis. iiu hiding direct oserhead costs 
such as nulpractue costs, and ^leric,il suppi'ri Ihc current nicihtHl recogm/es the docTMi;. in how graduate medica! 
educaitiiii ts oigani/ed and fmaiiced further, ample laculiy supers isinn is necessary t.i mmiiior appriipnais’ly re.sideni' 
dew elo|Miieiii III an ens ironmeni rapidly changtii.. p.itierr.s id' practice Graduate medis.tl educati.m in all specialties is 
based on the premise t^at rcwijeius learn best by p,inicipa:ing. under supers ision. m the d.iy ti'-J.is *.arc I'f patients 
Su|H.T\isijig phssitians must ludge the clinical ..apatmities ot residents, pr-widc residents with the o|i*^'.'i tunnies to exei'.ist* 
pr''e:esstcely greatei i ride jvndc- nee. .md eiisuio ihu the c.irc- of p.nients is mu ..onipreiiiKoJ Ibis si:persis|ii,> 
losps'iisif-ihis requires subMannal tune and cmnimmivni and must be compensated 

Ihe WMC heheses that, ssithni these poh..-. pai.iineieis ..onsideMlion should be piscit i.' ..haiiees ihai would ensijte 
fijuuable econoiiiisally justified pasments jiivne iraitnng sues The WNif’ uiienJs lo pur'.ne ihe ikwelopmeni of 
.iilcrii.iii\e pas inciu proposals that would rttin*wi/o the sigmfic ant disersiis .icross nisinuiK ns tiul pariuipaie in gr.ldu.ile 
luedu.d edu^aiion I i»r example, one suggested altenuiise has been to desefop.i meihodoUiey ‘hai pass hosjiiul s|se..iti,. 
costs within .1 p.i\mem corruh'r. such as within iwo '.i.nul.ird dcwi.nions id itie a\er,iee per resuieni .iniount The .A.A.MC 
vo'ulJ be ple.iscJ to share I'ur p.iyiiieni p . y pri'pi".,ils wiih suKomininee members ,' \\ si,ilt .md wn!. the .I'Sinmistraitoti 
as Ihc poll. \ .'pti'nis ,\ic rel'iiied 

/.m..r.‘ic /'.rs/iionri BoMtl e*»i ( Vrrijm J\pcy or ,i Ih fincd Sumher .>r Rruitniis l.dueaiion m the pr.ici.vC of im iiui.* 
iiklutles Ndh ‘.indcrgr.iduate medical education oi a medical scIumI ,ind graduate inedisat cdU'..iiio:i in a teaching hospiul 
.'r .'iliet '.liiusal site Because medKiiie imolses a number ol JiHerent spei uliic-s e.ich specialty .itea h,!s dcweluped its 
own resideiKs irainmg period The A.AMC* belies cs that the sanahle length *d training tor 'Msh spcciahs ire.i is 
jpjuopiiate and in the nation.il miercsi. but u\oem/cs iii,it MeJuare paynien! policies niiisi he b.ilaiuc'l Some polus 
m.ikets h.i\e po'j'oscd imptismg .idditional limiis on ihe lengili ot imie tor winch the Medk ire progiani should provide 
Us support 

( mreiitls the Meduare progr.nn hunts the number ol sears for which it will proside lull suppidi Comness h.is 
• fsifkied lull supjv'ft to the direct sosis «il those residents wiihin the imriiimim number I'f \tiis ol formal irainng 
ncccssars to Miisf\ the eduiaiional rcqmremenis |or imlial board vertilicatiou. up to a tnaxununi of tise scars 

As n -ied earlier the linnt is waived b>r a pciuM of up to two ye.iis tor training n .i gerr.uric resid iu\ or Icllowship 
I'logram r.'sninii for rcsidsniis hesond cither the pciuyl for initial ■.H>ard ecrtilkaiu nor the ti.c sear level are icduced 
Ml pel cent 



80 



!'k \AMC‘ >-:hc\es ilu( an\ runhcr linuuunn I'H M- .arc support toi eraduaty> nwuii.jl cducatum stmulJ iu« iv 
•.tl'hfao ■>! ;nciti!.Msieiu u itli adequate mininul tcsidciK . traiiiute ! -‘r c.\ainpL*. some lu\c tliai the Medicare 

}-i igraiM -tMuld pa> onl\ through ilte period required tor inittal h»>.trd eertiticaiion in a speetaltv or pa> onls tor a three 
\eur .'k'lroV fe**ardless <*1 the speeialts Beeatise the iititial skills and ieehim|ues needed b\ different spceialiies require 
Jitterem leiigilis ot trainina the A^MC helieses that support iliroueh nmial hi ard eliiribthts is an essential niinimutn 
tratnini: p:*i..\l that e\ef> paiiei-t ser\ue pa\er should help hnan<.e 

In .t> Mare i '. W' teport. PFRC also rejeeted as uii\M\e the options i>t pa\me i>nl> for prtinars care positions or i>nl;. 
loj the 'list i-irce \ears i«i training ‘.page f>6i Uhile the vuninission vias auare o! the need i«< iiKreasc the prt'fKttiion 
I peiieralisi p.nsKians. n vonclu<K*d that the nation uould vonnnue to require wellMrained ph>skuns ni all spetialiies 
and thai sui.h » j'oiuN \sould n>>i ^*e sutt'MentI> tlemble il chanees m the liealtli needs of the population tailed lor 
plus II .V • VI •cmhics that required more than three sears vif trainine 

It -livtiiU ne noted that p;.\nig «»nl\ ihroueh the ncruHl prior to ntiiia) board eligibihis . or pa> mg lor three sears regardless 
ol spv..ial's. uouid icsiilt in a [loieimal interattton uith other areas sd Meduare pasirieiii polks, noiabis m the Bart B 
tinnp •tKT.i It Medicare Bart A pasitteiits were limited i.' the initial boarti eligibiliis required lo hceome a com|K*ieiit 
I rjctmorer. adsanecd residetiis could be tliouglu ot as phssitians in the earls sears ot practice whose scrstces could be 
• ;pr tied trotn the plusician vornponeit! v“ Aleoicare t' siscqueiitls . it residents besond initial board ehgibtliis or hcsviid 
inree seats could lun be counted tor Bart A hospital p.ismeiiis. then mdisKluals in residents sears sslneh woiiKI not K* 
iieliidcd in a hospital s pasmenis should or cs>uld K- alli>ssevl !■' hill under Bart B for sersices rendered 

\s long ago as I9?h. the liisiiiute id Medkine 'lOMi. in a studs mt Meditare and Medicaid reimbursenteni policies 
recon iif.eiKled j siniiLr pasnitiu nietlu*d. called the umlkd nietln\l of p.i>mein.' tor terioin insinuimns Under this 
li.cnsed phs skians-Nnlt leaelnng ph>siciaiis and luiuse idf‘ieers*ssould be allowed hill tecs tor scrs-iecs 
rcfkk ievi The lOM report atso niainiamed that whcilrei the teaehing phssitian or the house idiieer dehsered the sersKe 
viiou'd Hot .iifcti the lesel ot pasn-eni tor the sersKe prosided Residents who had not voinplcted the tirsi-scar ot post 
MlJ iJi) u.imtng t'lr the sevoiivj se^r Kised on stale licensure lequirementsi would be paid on j Pin A basis to the 
•iv-spi..tt Such pfop-'sals I. use quest lv*ii* .n •/! the ride -d l.KUlls su(>eis isron in graduate medical edmation If polks 
i!..iksMs ...'iiMdei imposing tunhei resin... ns on pasnicins I’esurul the uirieni Use sear o: initial K’artl eligibihis pen.xl 
liieu ilie pi’tennat impact on total Medk.ne pasinents. including Bart H pasmcdits. also should be undersuuxl 

Sn.'the- p'oi'.wui made bs siune pdks makers is io Innn Medicare !)GM.- pasnunis onls lo eraduaies ut U S medual 
«.il 'si(;‘ip.uhk schools Thes pmni io .* gri'wing vonseiiviis itui V S mevlical and osicop.uhic schools are training an 
ade.^Uui. numbei t phssicians loi our nation and that an esce'sise number id fi*reigiwr.iined phssicians arc einerme 
resutencs pr«gr.*ii. m the I S ssheie ihes are suppv.rreJ hs paiiem serske resenues. inciikling Medicare pasrnenis 

It sb. . d he iniOeisti'iHl ihai lor '.'me hospujls. wltere resulents pri's ide a large propv'rnoti ot paiieiil seisice-.. ihv 
imir.cdiJie ehniinaiion vit Medicare supptiri ti-r iniern.ltiona! medic i! guJuaics :IM(Jsi wi'niJ cause si;h 'aiilial access .and 
lersuc piobit-ms fv>r .Medicare eiu'dlees t)ne i*l the issues iltai ['olics ituk;-;s ssould need to address in eiueimu su“h 
a .haiire ssiiuld he the implenieriMtion lU a process and a time table vo tint p itieni .iccess to serskes wi>uld not Iv: reduced 
•' v\ ipiiousis .\dvlitn ■nails . a giadual iiaivsiiion pc*ri.»d ss;ih aueauaie. pennafieni replacenicnt tunumg wou'-l be needed 
‘ ' eiianle hospii.. Is and their nicJical vtjtt lonmdifs programs. [’ers-‘nnel and sets ices while mainiai'Ving access to p.uield 
varc 

•\ nor.: pr.'p.'vi! .dsan.»-d ''s s >tnv rolus nukcis w.iuM Imm Mc\ik ire PiCiMI. pjsmeiiis lo a .tefincd number : 
resjvle :s tine > pu-’n vouM he hnm pasmeni to the surretii number oi residenis m the training sssiem .M>>re 
igervsv’.se .ip';<i;vs «nh'ni be ii' f la.e in aggregate hnm on i|;e total imnibci of pi'sin.'ns. lor esainple ihe number vd U S 
eradii.nes plus some additional percentage I’mus makers should iitidvrcianvl lli.it rhi. Litter ['tv'pos.il requires the 
'.'siahhshmeiv vd rcgutaii'rs mechanisms i.' aiiocate ilte timdnic tmnnv- naimng insiiiuiions 

1 oi.ivh.aie iiled.v ;l c'vhis .i'iv--n rests upv*n i nlalisels tr.igdv* imersse.is mg of mnlliple inMinilii'nal ..a pain lilies. iiidisidu.i' 
gi'jlv lorecoiie ^oinpansali.m and peiv-vn.il n .ti.itise h .s a ss'lein tint vould be e.oi's daiiugetS .mless ans vhaiiges i-' 
I .tfi ..nvtuib cr.iltevf ind are based I'li an c-siensise unvleisi mdnu* o' tv- ih the n.iture o| (he lej.timv* lh*spiijls m sshkh 
It iv led and llu- li.ituie <■! graduaie nievlu.il eduvalioil ilselt 
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sii.v.' 'irv nivepti'n * the Medkarc- pr ■'■peviise pasiueiit sssiem iPBSi m ( -'iigresv has resogni/cd that the 

adi!.'! " il missiiiiis ot leachiiiL’ hospitals iik le.ive iheir m"-is .nid has supplemented Alcvlkaie inpatient p.ismcni.' to tcac Inti!' 
ho* "da. V with il.r indircvi inedk.tl eduv.iii 'ii ilMI i .idiusimcni I he \\MC behests ili.ii ilie IML adiusiineni is .m 
nniviun! eciuiis la. tot tlut it\tigm/es the .idjiiivuial I ’les and costv d tc.ivlimg lis'spitals While its label has led mans 
i.i bcSiose that 'his .u!‘ isimeiii cmii'c'nsaies hospii.iN si lels tor gfaJuaie medical edikatnm ns [iurp*»se is much broader 
Both die li u'v* V\j\c .md Moans .mJ tiie sciiau I ni.'uke ( v'lnitmiec's spccitic.ills iJeniilied ilte i.iiion.ile Ih'IiiiivI die 
aviiuslincM 

11,1 j.! ..v'-i e ■ o |i« niJcJ .:i !:Ji: »•! .iU'j: ihc .d'.lils i>l die DRCi . oi div'ili.aiioii ssMciii ’»■ Jivoai.t !’. Is 1 • 

•u'o'' ' Il o ';-set;:s ot dlnesv ot panent' iev|tmiML’ the snoviali/cvl veisivcs atul trc.iniioiu pit»gi.irns i.ii's'ced bv ii-acb.i''.- 
•r. iitiiti- ns .11 1 'iis- .iddnonal .osts assovuicd with the tc.ith»r.i: oi residents ihe ailmsimrnt lor mcins’ iireth-.al cducaui- . 
fvtv o v'l.is I pioss to aicounl Iv'i a nunik-r o| ta.lors whult m.is legttiir.altls iikreavC vovis iii tcacivine lu'spiuls iMuuse 
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Wavs and Mean*. Commiuce Rep^n; NiimtH.-i -8 :? M.uch 4 and hcnaic f-mancc ( ommiitcc Rcpon Sumher VH 2.1 
Maah 11. l‘«ii 

The ISin aUiUMinciit should noi be w'nfus';d v- iih ihc Medicare pa\uwm tor DOME Csjm.s Payments for Medicare s share 
of the direct costs of graduate tnedtc*l eduwaiion programs are separate trom the PPS 

Since the incepiuni rf the PPS. the IMF adfustmciit has been reduced luice trom us original level of 1 1 S'# percent la 
icduction of -M) percent!, and the evecume and legislative branches have proposed further reductions iti the level of the 
IMF adiusinient These prop<isals ha\c been based on calculations using a \ariety of regression models, more cuirent 
data, and different combinations ot sariables In January Id89 the General .-Vccouniing Office iGAOl issued a rcpon that 
estimated the size of the IMF adjiritr.eiit using various regression s)>eaf'icai!Oiis and cjlled for a reduction in the Ic-.cl 
i'f the adiusitiicni Evers' sear since 1989. ProP.*\C has rcconuncndcd a gradual reduction in the lescl of the adjustment 

In resent years, hovsever. Congress Itas indicated that the lescl of the IMF adjustment should rcReci the broader mission 
andoserall financi.tl subihts ni teaching hospitals to assure access and quaht> ot care for Medicare beneficiaries e.nd other 
(laiiciits Stmilarls . ProP.'XC has recognized that the financial suvccss or failure of teaching hospitals could affect access 
10 care and qcaliis ot c.ire. and in making its recommendations has tried to assure ‘ rough justice among hospiul groups 
Rouith lusiict" refers u» .. pohes nbjcctisc of assuring roughls comparable total margins tor teaching ,irJ non-icaching 
hospitals 

While PPS operating margin.s' for teaching hospitals ate on aserage higher than those lor nun teaching hospitals, teaching 
ho.spii.i}s total margiits hasc remained c.nvsi stent Is lower than non-ieaching hospitals' toul margins .*\s analszed b\ 
ProPAC in Us June 1994 report and shossn in T.ib!». A bcloss-. data from the mnih sear of PPS (1992-93). the most 
complete information pubiicls asailable. shoss that average PPS margins for non-icaching hospitals were minus 6 4 
percent, but uiul .Margins were plus 4 pcrvcnt .\lajor teaching hospitals, however, posted PPS operating margins of 
HO '<-ficni but iheir average total margi.is were substantially lower at .1 0 percent The average total margin <*;r all 
hospitals was 4 I percent 
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S(>utCf ProP.Xr ajialvsis of Medi- arc C'o*.! Rc|x>ri dau trom the Health C are Financing .Adinmistr.uion 

-\ more recent ProPAC anaKsis ot prelim mars and unpubhshco data irom the icnthscar of PPS ■ 1993-94) sliowc the 
same rel.iitonship l-Ktiwccn financial margins and teaching status Major teaching liospiials ihospuals with resident to hed 
ratios «*scr 25) which are underrepresented in the incomplcic ten: \-\ear database, had PPS margins of plus 1 1 2 percent, 
but recorded aserage total margins ot plus I S percent Other icat hing hospitals. ih»'se with IRBs of less ilian 0 25. had 
average PPS margiivs ot minus 0 8 percent and total margins ot p' as 4 4 percent Non-tcaching hospitals had the lowest 
PPS margins at minus 5 9 percent, but pi'sted the highest t*.iial margins at plus 4 8 percent 

rhe *-\AMCa i-Mial ssis ot Kcduciaiuihc IML z\djuauufiii 

The ’WSfC Is greatls concerned that some policv makers lu\c contiuded ilui the 'Ml. adiustincni could be reduced 
substamialK wiihoui thrcaicniiig the titMiicial viability o*' icacmiig hospital', flie .\AMC does not agree with iho 
pcrspccmc .ind believes that a icJ'jctioii ot the [ME adjC*tmeu would seriouslv undermine the fiiiancia; oiabilitv iT 
icathmg hospitals While a review ot FY 94 financial data supohed bv ^1 hospitals belonging to the .AAMC's Council 
,*f Teaching ilospual-i tCOTH) suggests that some leaching hospn .Is are perfnnmng well finaiic tails . a closer exaniination 
reveals that their total margins have bficii re!;..velv st.iblc for three scars and are comp.irdblc to the total margins uf non- 
tcjcirng hospiuls Increases in the average PPS margin have * omribuicd to stable aggregate tot.il margins over the 
I*erusi 

PPS niarems '-u this group .M 9i ie.it Inin' hospitals all hut 19 n1 which ate Tnajor teaching' hospitals, nicrcased m 
VNA Maior '.c.ithing hospitals are defined as those having lesidcnt-io bed r.mos of 0 25 or greater Average PPS 
ni-irgins nivreased from ;< "0 percent m |992 to 1 1 75 percent in 1994 (Jf the 9i hospitals. 16 <18 percent) reported 
lowei PPS uiargiivs m 1994 than in I 99 t While '7 muds had negative PPS inargirLs in 1992. only 15 hospitals had 

PPS niargmv less than zeio m |994 More importaiulv . nowever. the avenge total margin tor this group has rtmamed 
fjirfv stable ibctwecn 4 ftO and 5 12 percenii over the ihrcc vt-ar ncrnxl 
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•\!i. •c»lin.;i.iij ;n i.‘ic IMhadiusimcm u<iuK' ■■HMai.;i.iil\ harm ic.iwhiMt’ h-'‘.piiah .hiMr.ivint; jik- rou^'h lusiicc ‘ iliat ha> 
'ccn achieved \mtli ilit wurrem hrvd ut ,he IMl. adiustirtcni (Jii a'.cra^ic. IM'S inarfiin*. ,.aLulak-d w-tlmui iIk- !Mh -i 
DSII p.i\iiu*tii adjUMiniMit^ hiii sMih uiil> l>R(» "uilicr and hii’li ful m-ij!c uii.tl di\ca\r il Sk|)i use pasmeiits arc 
riiiius <5 Vi pcitcni The IMI' athusimeni nukes a sifniifit nil s*iiurihuti'>ii in rcdueitk- ssh.ii w-Mild lusi hecu l.ixiie 

I *ssc-s uxrc.iMh)- the ascrufjc PPS iiiaiL’iii Iftnn M V: in plus U ;K‘feeiii the addnioii ni liie t)Sll (iasmont i.» 

:IK- i:uri»msa!vu!aiii*i, rv.n\e'. -i c a-erape PF»S margin u> plus 1 1 "JS perecin i: :lie IMI ad|iisimciii is redusod l.nii; ' ^ 
!.• ■ 'IpMvciit. as pinjHis-rd h\ ihe Rcpuhluan Jh-iise Uudkjei i'i>!iiiiintee alieriuiive hiideei l< r I V ‘/5. ilie aseraec PPS 
•iiai.vi Af*ul.l tall triini a pnsiiise I I ii- j nep.iiise I -I't peuein a iciliistii'n -d l ^ ^4 pcreejua»!e p 'iiiis 

M'isi imp>-!iaii( '.I ihc IMI adHi'^lin^'iit icsjui.ed ii- ^ u fieri eni ilic iiiip.ui on aserape mijl iiiarL’iii> ssimiM f'e 

•iihsiatuia! Ihcaierape lni.1l iiiaiL'iii ii» I'* ' sshuU ijM iroin > I pciecii. i" ^ s peieeiu .1 diMcase.': 2 ' persen'aee 
j'-nnis \if»'peucni l*icl'\C s |l■^.nmmcndallnlM r I Y aiul 4 pci..tiii IMI lisds as crape t.'ial itiartiiiis \s,.ukI 
'•c 4 k and ' ^ PCKCIII. tespcsliv c!\ Ihe eakul.'li ai assume . li.'shail.'e :n ille h spita! s V^/4 ii.ieiii iiid lesidenl u-heu 
idiiH and n-' • iliei Ji.iiipes m Meduaie { aMiivii: piMsV 

I .-ti^ lessionai nuiiJ.iUs cMeiidiiip Meduaideu er.iCs ;<• tdoaOer pi>piil.iiii>iis sslikli prcMoiisIs iius base kectualcpiiri/cJ 
Hrliei'H pull, Ills. ..Iiiihnied stiih iasor.ihle .!i.mpes mi Mcdieaid pasmeni pnlk\ mas ha\e vuniiihuird i.- ihesc 
•I ••p-iils iiiipfiiud li'ia! mai L'lns diiniip (hr. peihsl Ih'seesei re,.eiiil\ iiiiiiKlaied hmir i>ii the amiiuni ,1 I ederai linidiue 
asaihik.c t.d Msih..iiJ chip: .'pomon.itc share iMsmeiiC. h.is iiiiMerjied .m smII reserse ihis p.i(ieiii in .iJditi-iii the 

s.Miii'iiicd ^'^"iS||■, in managed ..aie .iinnipeiiients is|iicli»'i?cnd.i ivi res.Mpiii/e the iianimp and oilier spcti.1l fisis •ikuricd 
li. leutiiine Kispiiais ,iikl pressure h\ iliird pai' i | a\fi ' 1.' Jisttiuiii liielunsi (ertiars sci\ itcs. ihre.iicii ie.u(iinp luispiuK 
!!i>ark:.*( Mal'ihic 

Ihe IMI ; rs'i'ci* is an iinpiiiiaiil eqinl> (.kini I'l ihe SUdu.ire Pi'S siuiip^ms.iiilir le.kliiiie li-'siMtals Mr ihe iuphe: 
Md. ' .,’e ^ 1*. ihe\ intiir .is a resuli ol il;e seseliiv '1 llieir [laiieliis illnesses, ihe ‘sope .d sersi.es provided and ihe 

. •.* - I . ni.aial propianis .>ii h->spnai .>«kialiik‘ . -sis I jsi w ai sHine [K‘iks nukeis .npned ihj' m a rcleaiueJ 

*ei.U! Ik* svskin III vsnitli nioie iiidivi-.luuts ss.^uld hase liealih iiis-,;!.Mue ..tvei.ipe .ind .11 whi.li all p-*vers A.mld 
. i;lr:l>u:e l, .1 Mind l.-r paliciii ...ire s isis .issotiaied ^A.lln die av.ideiiik uiissi ii,.-., sipiniuain redu^iMii in Mcdieurc IM: 

: i,:iii-ti:s -s -.Id he lusiihed < hie \ ear lulei tl ihe . .ireni lev el ol INJl j'.,s iiiviils l■'^.l'h jusiue .tj-'seais In h.ise been 
I.’ '-.ed ‘v I 'll.- rumher ot iiiiiiiMi ed .Mist sji.di-; .Ms,iiesl is er.ivviiii: .ii.d | i>'spesls t,-r die trc.ili. n .■! an all pasei liniJ 
!•'. I- N- . ih'-.'i: A I'll the asasleiiiu iil|ss: ai ale dim 

le.khtiip "!si 1 -ns aie sil.i! ii.il|n:i.il and 'a:ni.'.:.n s us.'U!..es .-lien 1 d iik' . ue »! die m.'si d.sjjv.,ni.ipc.l .t'emhei' 

! s. ^ .lio; ivcrail lintiuie.' v i.d-ili!v -i iser.iee l•■lllIs |i> he iiii'ie prcs.iii.ius 1I1.111 lUiii le.ts.ii’ri^ lu>s|ii;.,| 

lhc\\MC !... I eJ ri pea'udls die iiurf'iisc I't ilii IMI u-'iu^imeiu i- 1.« lesiyin/e !as !• >rs dial ukrva'e sis m tcasiniip 
li -spit.Ms .«rn! . iisure these li.ispiiais .iverull ti.-iaiMai viahiliiv \iial>sis tiv . •ivcrjiincnl .nisi pnsaic reseajthers 
s.iMVisu i.ilv h.i, sImsvii a-i e:npifis.il basis i.>t a dittcrenii.il pjMiieiii 1.' le.i. ' -n^ hos|i|ui. basesl iii then ..i>sts Hie 
-t<s-i;i..aris'i| |s>r .1 spctial .liJunimeiil t'M these ms:i;in;..ns nates bu. k ■■■ die Medi-,arc n'lnine cost hiivils i.i die I.iie I'^'i.s 
.ino I'e iiKe|ili.iii die I'F’S m |Wh( | sen it the .. alih s.rre .ssieiii is ret.'Miied m improve Jscess. kniini.iu- ,->si 
dii:-.ttHtes heiAeeii te.khinr .ilid luni te.ithi’k* li. spii.ils will toillinue evisl I c.ieh'ii>: h< .spnals t.'iilinue U; base luplier 
.np.tlieiil 1 peium.i* ...s|s tetause ,'l (he iv res •.( p.r;ei:is dies ireal serviee-. dies .iiu-r t'l.Miialk jl ic eaith ihev viiutiuj 
■fi I jesidetx . ' le.kh 

I'elNIl adtiisnretil was .'iieiiallv .level.. ped l' s ic.ils .i lesei pl.iv nie licl.l t--! ic.iJm • in-l :f>ri ic k liinr IihspiuK 
b s.-rs.-s IN a pi. ‘VS ic d.liust I..' ni.islesiuas les m ni; I'P' iM.Iudme 

• iiUslcifuaie IC, -spiitdiiii 111 diite'eiKC. .viihnia ,‘iveii i)|Ui •'! the N.MiipIcviiv -d .lisc.iss- n.ieiiMlv .-1 .are ropnreil .ni.l 
res Mir. C' iiun/ed bv paliei.ts in It .1. Ii.np b.'.pii.il' 

• « . itk ein!. >r. .-l ’l.c leaNhinr ti *spii.i. ■ i- : m.iiiil.nn ii.’ .• b: -aiJc! s, .pe --t stivx.es .in,.; us ..ip.itilv I -i 

-.-|Msin:it ncols IC }• tr.(uina scisucsi ai;j ilic .a;-.iNils i.* pn^si-le spec i.iIi/cnI leei-Mial seis,..' 

• t.idi;!. ■' de .vaec jd'U.tiiieni l.» atfuiil ! i .Idtereikc i*elwceii .etiiral sds .mj suiniib.ii. w.i,*t i.iles seithm 
.iiCM -|' -|it.oi .itea, 

• iiias.-..*i( ’e detirises iii | ioiIunI.*iiv 'leniltni.. !; -in die pres-iite id |.livs;eiaM iiaincos and 

• i.luri' iia. iii...,.ir\ sow. es .■rJircl b, phsM, mm imjiui-s .is liiev iiainh'A i-- . tuj.Mn.se and lr-.it paiimi . •.•IlMeiilh 

Ibe V \M< Iti'iieiv si!pp.M'.s dif inip'Mt.iixse i ! , I|>| lerme .Mliei I I.lols oisli ,i- aj;rrevaie lilun. i.d perliMm.iiitr in 

'■it'j.,r,Nal esimiaie in de[eiin:,inip Ihc ievid id the IMI a.lic tnieiil Feaehiiiv lii's|Ml.tK .ne uiide'i (he s.,iiie 

• ude-t.nv i if-sutc-. as odier iMspiials r ■ pr.'V.ile . .1:, ettkieiills m- ie.isci thev luust .dso tutlill then iiMi.fue cdiieatHMi.ij 

aii.lsivk xsM.-i.s ii,eluehn}- pt-n isuM. , I hr-ddi .,ic I 'he ['oor 1 lie euifent IMI .Klnislnienl -t ’ pereent lor r.i, h 

■ I nuti.-e '!■ 'he .'lUltihel d residcrns lo br,U icpie-'tvis a sul-slaiilt.ii ii'dikii.Mi .•! ovei h* p,-i,ein "f nearlv I 

per. : tar-- , -•ick ll•>ln tile "tu’IM.il .lelj islnieii* ' t I’ pviecni 1 cae lime lit iS|Mlals h. ve ■ -iped ■.eidulie deere.isi'd 1 n- 
bui • dll’ .urrci lUMlIh scrsk'-s ileliV'.Ms eiiVii-Mjineiii 'lies veill not tv .I’d, ii. wh.-i.mkI luillin re,hKtiiiiis seiili.'ul 
Mi.iV nr -III sianiul ,h.mres in die |Ti ei.iins .iiul \t- .t.i. . d.ai ihcv .dUi 

\ I -..'.itli.iM "1 llie I^IF .nllilsinieMl veoui.' ltili.l' 1 Ii.isr h .siMl-tls .apat'lhis » • s;,{'p.i|l a,l\i-|se* scitetvii sMlIt ', In-- 
l)R<i. Iialiicshnoj .rs . .trc. im;ii n. si seisKV. !- t udetre,! [' nienis aiisl iimqi!> oninniiiiiv sn s lev. smh as btii.i .miJ 
iMiiiii.i nniis Hit- V.VStC sOiiTnuie' lo o(i('.'ve ai.v le.l.i, lu-n ni da n'diicti meet;, il e,lut Jin*i; .i.linsirntMii ai.J niei-s tt-. 

' • Mru-. f.> . ti -.I; , ludullv till ini|ia 1 I ,i ru! 1 M -1 11, .'t a h..s-ii'Ciii .|< a , U ashii.. p'. ! 
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Average .vdjasted Per Capita Cost (AAPCC) 

An the delivery svsicm moves louard ^apiuied pavnjems mr covered lives, separaimj! the pavmem (or OGMIi c.iMS and 
(«>r paiiem care costs aiirihutahle to the special roles ol leaslnn^ liospiials itoin patiem care revenue becomes necessarv 
The AAMC Micvcs ihai the currem meihvKl oi calculating ihe Medicare AAPCC. the raic that the program pa\s to risk 
coniiacior HMOs. results in a pavineni svsiem iliai creates an uneven plavmg field heiweeit teaching and non-ieaeliinc 
hospitals 

Ihe AAPCC valculatum includes all Medicare tee-tor service evpenditures. specificallv the DCMt pavmem. the IMK 
pavinent and the l.)SH pavnicii? ntese pavinents are imended respeciivclv to coinpciisjie hospitals tor speente mi.SMoiis 
(graduate medical educatioiii. or for providing services lo a^vpical patients wlu. .lu- .everelv ill oi are of lou-mcoiiie 
siK'ioecunomic status 



Once these pavinem-s have heeii included in the A‘\PCC and paid to an HMO. there is no assuraiue that these dollars are 
used tor the purposes intended h> the ('. iicress Thus, teaching hospitals are ai j conipemive disadvantage when (hev 
aitciiipt to vtiiiiraci with HMOs because the HMOs receive the same .*\Al’CC amount regardless ot unhu! oi ihe HMO 
has a cotviract Teaching hospitals have higher pjneni care costs associated wnh their additional missions i ..e Medicare 
pavmem svstcni recognizes ihese nigher ,.oms through the IMi. and the OSH adjustments and the DGMh pavmem 

ProP.AC reccnilv noted this ptoblem in its March report lo ilie Omeress 



Mcdicaic s capiuied pavmeiu under ils majuued care risk totiiracimc program d.vcs noi jopropriaielv disiribuic pavmcriLv lui 
±.c .osts of leaching programs or ol caring lor a dispn>|x.rnonate share oi iow-inconie panenis ■|•he capnated raic rc-nccis the 
csira Medicare pavmcnis provided lo itjching and disprop<tr»ionaic share hsispnah tr, ihe (ee lor service sector, rcgardlevs oi 
wheUicr Medicare enroHecs receive care m ihove hospiuls (he re lanon»hip oeiwecn MNJOs and ;ho icavhmK .ind doproivirtionaie 
share nospiials :n their senice .iiea w.»rr.ini« lunhcr esaluaiiorr'pages ' Xi 



The AAMC believes that ihe IML. DSH and DOMl: payineius should he excluded (roiii the calculation .jf the risk 
pavmctu rates and paid lo a teaching hospital direaiv when the Medicare HMO enrollee actuallv incurs a bed dav m the 
teaching tjciliiv Sunplv put. it ihe teavlinig hospital provides ilie service, it should recetvc the IML. DSH and or DGMF- 
pavmei.tN direcilv whether the service is prov idej lo Medicare heneliciancN under tlie prospective pavmciu svsiein or 
iliri ugn HNU.)s with risk voniraciN 



The AAMC urges the Congress to .uldrcss this niclliodok)gi-:al issue in an urgent manner as part ot its package ol 
proposals to retomi me Medicare program The Ass:H.iation recogni/es that while iIils problem is more prevalent in some 
parts ot the countrv than in oihers. n w ill be increasinglv dMticult ;o resolve as national enrollment in Medicare risk-based 
HMOs grows In addition, the Congress should require ProPAC. as pan of its anaivsis. ti- develop a mcihodolngv to: 
removini- these costs from the vaiculaiiuii of the AAPCC and lor paving them directly to leaclnng ho.spnals uhen services 
are Jehvercl to Medicare HM(J patients The .Assouanmi is pleased that PruPAC has siaried to analv/c K^w the 
Medicate program pays risk coniractors and ihe Jefi^icncies o? ihe AAPCC inctliodology The AAMC "believes ihai 
niodity mg the AAPCC cakuljiion would ai least patiialJy anielinraie the competitive disaJvantacs ihai leaching hospiuU 
bring to Ihe Iiegotiaiiiig table, remove barrierv u. expanding HMO use among Medi.aie benefiJi-iries and strengthen the 
existing. risk-b.ised coordinated ware program 



V. oi'ciasiiin 



Ihe AAMC regrets that the poNsibilnv oi establishing all paver funds mr ihe spewial missions ..r teachiPK hospitals and 
medical schools apparenllv has dinmnshed m the pasl vear \i the -..mie lime, all esideiKe indicates ihaimc health care 
delivery svsten; whi coinmue i.* emphasj'e prue c.nnreinion vlullengmg the hiiaiivial vnibihis ot icachme nospiials and 
icacinng piivsiuans Ihe AAMC* is deepiv ^inicerned that the lundameiital siructnral ^.lunges now .H:currin2 in die 'lealth 
del-verv svsten- will imdeiimne the abiiiiy .-t ac.ideniu medicin-w t.i adapt to the new env itoiinieiil and tuil'ill its unique 
inissloiLs ^ 



\-.adcmtc medicine consists o* .i diverse group .q higlilv complex ilisututions pr.'vi.'me the env itomneni and resource* 
t.»r medical edjcaiii'ii aiiil rcseatcli lor ihe nati-m .md prov idnig !vtl. basic and lerliarv paliciit care se. .ice' The curreni 
emph -;s .nreexammmg lu-i-mal poli.ies m lighi ol limited public resources places these nsiii.in..;. and iheir vital 
jciiviiies at risk it ilieir spcdil odes and nature are mil .ippreuated 

National p.-hcy on health care vfclivcry and payinetit must tecogn./e the unique characteristics .md d.vcisity of teaching 
h“spi(uH .md tcMcImig physic t.inv so ihai iheir tundaiiiental missions can be preserved Kcduciions m Medicare payments 
to leaJimg hospitals and ie.iching physicians will undermine the ability ot these institutions to fulfill their multiple 
tesp.insibil,ucsat the same time they are strarglmg to „dapt lo a neve deliverv environment Academic mcduine supporis 
those chances that assutcihe p.ovisiotiol hieh quality he.iltli care i.i a cost ctleeiiv e delivery system, a vibrani research 
cjpabihr. .md the cipauiy u* edjc ne omsiandiiip practitioners Academic inMitiiiioiis need the undersiandmg and support 
ol ssvcieiv h. lullill ihcir oblig.nu'iv Ihe AAMC looks forwatd m working with the members ot the committee and ilieir 
stiitl i.< meet these common go.ils 
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Mr. Christknskn [presiding]. Thank you, Mr. Munson. And Dr. 
Jacott 

STATEMENT OF WILLIAM E. JACOTT, MJD., UNIVERSITY OF 
MINNESOTA, MEMBER, BOARD OF TRUSTEES, AMERICAN 
MEDICAL ASSOCIATION 

Dr. Jacott. Grood afternoon, Mr. Chairman. I am William Jacott. 

I am a family physician, and I am associate provost for the aca- 
demic health center at the University of Minnesota in Minneapolis. 
Today, however, I am speaking as a trustee of the American Medi- 
cal Association. . 

As we have learned by the discussion this morning, graduate 
medical education is really a complex system. Any discussion of 
GME involves those issues such as the physician work force plan- 
ning, quality of care, charity care, and specialty choice. I will focus 
today, however, on financing mechanisms that you, as a committee, 
will be examining. I want to offer you a structure for analyzing this 
complex issue. I will discuss several principles that the AMA has 
endorsed and a suggested first step for implementation. These and 
other guiding principles are further elaborated in our written testi- 
mony. . ,. 

There are no easy answers here, but there is one overriding 
goal — for Americans to be confident about the training and edu- 
cation that their physicians receive. But to do this, we must ensure 
stability and accountability in funding of gi*aduate medical edu- 
cation. , . . 

Our first principle, one mentioned earlier and several times, is 
that all third-party payers should pay their fair share for GME. 
That is all third-party payers, private as well as public. , . 

You have heard in testimony earlier today about direct and indi- 
rect payments to hospitals and especially to those large tertia^ 
care institutions affiliated with medical schools like ours at the 
University of Minnesota. Right now. Medicare is the single largest 
payer for GME. It pays about half of the total cost. 

Private third-party payers often do not pay their fair share to 
support graduate meaical education, education from w'hich they 
continue to profit. Hospitals negotiate discount contracts with cer- 
tain private third-party payers and they do this to maintain their 
market share. But because these contracts rarely include provision 
for paying a share of the hospital’s GME cost, the costs get shifted. 
The discount contractor provides no GME suppoit, but benefits 
from medical resident service. 

The AMA believes that there should be some kind of accountabil- 
ity and fairness here. We think that there should be explicit 
unifirm contributions from all payers for GME. And one way to do 
this is to require all payers to adopt an approach that is similar 
to the Medicare methodolog>' for determining their share of the di- 
rect costs of GME. 

Our second principle: We should continue the current system ot 
linking GME payments to patient care services. Many GME pro- 
grams are moving to alternative sites for delivery of care and <^du- 
cation. We ought to have the payments in those cases follow the 
patients and the resident physician w> is providing that patients 
care. And that means if the patient gets his or her care at an am- 
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bulatory clinic or a nursing home or a rural health clinic, then that 
facility should receive the payment. 

This has the further benefit of encouraging physician training in 
“nontraditionaf’ sites, a subject that was discussed earlier this 
morning, with decided emphasis on primary care. Physicians in 
training benefit because they are better prepared to practice in any 
evolving health care delivery system. Patients benefit because of 
the increased availability of care. 

The National Resident Matching Program just reported on March 
15 that over half of medical student seniors have chosen primar>' 
care as their initial training. Some of these students, however, may 
later choose subspecialty training. But it is clear that student 
choices are responding to the mai^etplace. And GME training op- 
portunities ought to support these choices. 

The AMA recommends that HCFA revise it? regulations govern- 
ing Medicare direct medical education payments to teaching hos- 
pitals. There are some wide variations in claim costs, largely due 
to the imprecise nature of regulations currently governing what di- 
rect costs are allowable. More parity in payment needs to be devel- 
oped. All payers, including Medicare, should be assured that they 
are paying legitimate GME costs. This accountability is only fair if 
we expect all payers to contribute their fair share to the costs. 

In conclusion, Mr. Chairman, the AMA believes that the changes 
I have articulated today are warranted in order to control GME 
costs. We want to stabilize GME funding so we can assure a qual- 
ity national physician work force for our patients. 

We appreciate, with your approval, Mr. Chairman, the oppor- 
tunity to supply additional comments for the record, and I would 
be pleased to answer questions. 

Thank you. 

Mr. Chkistknskn. Thank you, Dr. JacoLt. Your full testimony 
will be submitted for the record. 

!The prepared statement follows:! 
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litianung uf GME cosis of non-fc'‘'*ral hospitals to the degree that state Medicaid programs 
actually contribute to the financing of GME costs Although exact figures arc hard to ohCiin, 
the federal government, in the aggregate, finances approximately one -half of the total direct 
coMs of GME in the country 

The methods of finaneing GME largely dictate the current nature of the GME system As 
noted above, the great^majonty ()f GME costs arc financed from hospitals' patient care 
revenues; thus, programs tend to be hospital-based Over the years, the allocation of these 
lunds has been heavily influenced b> program di'ectors. service chiefs, and department 
chairs, who have been primarily interested in pnuiding resident physician coverage for 
increasingly specialized impatient services. As a result, the GME system became heavilv 
oriented toward inpatient -based, highly specialized training in tertiar)' care institutions. The 
current methods of financing GME have made it difficult to establish primary care GME 
programs in settings other than hospitals, such as non-hospital based ambulator)- settings and 
rural health clinics. 

Improving GME Financing 

During the pa.st decade, government concerns about the long-term financial integrity of the 
Medicare program and attendant changes in the financing of health care m b<ith the private 
and public sectors have focused a great deal of attention on the financing of GMI^ The 
sequence of events that led to this situation reveals the compelling reasons for reform in 
GME financing. In 1983. the Congress, prompted by the need to control the rate of growth 
m Medicare expenditures, reformed Medicare policies governing Part A payment to hospitals 
and introduced the Diagnostic Related Groups-hased Prospective Payment System (PPS) In 
constructing the DRG oasnieiit inethixlology. the Congress specifically excluded the costs of 
GME from the calculation of the DRG payments. Under PPS. teaching hospitals received a 
separate payment, the Direct Medical E^dueation (l)ME) payment, to cover Medicare’s share 
ot the institution's medical education program costs. It simuld Ik* noted that the DMH 
includes not onl> the costs of GME. hut also the costs of nursing and allied health education 
programs With respect to GME. hospitals are allowed to claim costs in three major 
categories -- the salaries and benefits paid to resident physicians, siilaries paid to facult) for 
supervising resident physicians and administering GME programs, and general overhead 
alliKated to GME programs There is great variation m the costs claimed by individual 
teaching m.stitutioiis for DME. and this is largel) attributable to the accounting method used 
to dcteniiine GMIi costs. Although Medicare's standard cost reporting methodology is .still 
used to calculate an institution s medical education costs and the amount of the DME. the 
1985 Comprehensive Omnibus Budget Reconciliation Ac* (COBRA) nuKlified the pasnicnt 
tiietluHlolog) to Itinit pasnient for GME! costs Under these new rules, the GME payment 
amount cannot exceed, on a resident lull- time cquisalent (E'l h) basis, an institution’s ETE! 
amount tor EY 84. corrected for inllatioii 

In addition to the DME. pasnient. teaching h 'spitals al.so receive a second payment --the 
Indirect Medical E^iucation Ad|ustment ilMEA)- not received by nontcaching in.stitutions 
Although many analssts have treated the IME!A as though it were solels due to the costs of 
niedual education, this is not the case When introducing the PPS. the Congrrss stated 
clearl) that the IMEA was intended U) to seise as a pr»\y for an inlensits -of-tllness-factor 
that could luu Ik iiict'iporatcd into the l>R(i pasnient and (2» to ciwer the c»>sts of medical 
educUion that ct>uld no\ otheissisc lx- identitied and included in the DME llie academic 



communiiv has acknowledged that th. IMEA is not in an> way an educational adjustment 
equivalent to the DME. 

Medicare's new payment methodology for physician services, the Resource Based Relative 
Value Scale (RBRVS). has had an important impact on discussions of GMF* financing foi 
several reasons first, because the IMEA payments were explicitly identified. Congress was 
able to determine for the first time Medicare's contribution to financing the total costs of 
medical education conducted in leaching hospitals. Second, by mistakenly identifying the 
IMEA as though it was dedicated only to medical education costs. Medicare's contribution to 
financing these costs was exaggerated As a result. RBRVS has had the effect of making 
medical education costs, particularly GME costs, a highly visible target for those seeking 
wavs to control Medicare expenditures without seeming to cut services to beneficiaries. 

Those interested in dec easing the amount Medicare pays for G.ME have justified their 
po^illon b\ referring to the language of the original Medicare legislation. In the bixly of the 
legislation. Congress stated that the costs of the ser\ices provided by interns and resident 
physicians could be claimed by hospitals as a legitimate inpatient expense. Ihiwever. no 
mention was made of the many other costs associated with medical education programs. In 
the Conference Report aeconipanying the legislation. Coiigress acknowledged that IiospnaK 
incurred additional expenses by sponsoring medical education programs, but stated that 
Medicare should pay its fair share of those c(»sls only until the eoniiiiunity dc\ eloped an 
alternative way of paying those costs 

The Social Security Advisory Council (in the InspccKv General of the Depart incut of 

Health and Human Scr\iccs (in 1984) and officials of the Health Care I'inaiieing 
.Adminisiraiion (in 1985) ha\c all stated that sufficient time has passed tor alicriutbe sources 
of funds to be identified to cover GME costs. To date, however. Congress has rejected the 
n(»ti(Mi that Medicare should disconimuc paying GMh. costs A\ the same time. Conercss has 
expressed concern that the policies gtivcimng Medicare paymeiii for GMI- may be no longer 
appropriate and should be examined 

Coincident with the inlUHlueiion of the Prospceioe Payment System (PPSi. major changes 
also (Kcurred in the financing of health care services in the private sector Due in large p.irt 
!«' the coniiiijcd growth of aggregate liealii. care costs, businesses and other third party 
pasois ha\c dc\ eloped more aggressoe siralcgies for eontroiling their own expondiliucs for 
health e,irc Central to these strategies aic efforts to negoliafc discounts in the prices 
prmiders are paid for dcliscrmg ser\ ices to plan belief leiarics In order to maintain niaiKel 
share in tins increasinglN competiine eiivironmeiu. hospital adiiiinistrau>rs ha\c been willing 
l<» pr<i\ ide discounts, even though doing so has elc.triy eioded their operating margins -Since 
GMI- had been largely financed fioiii hospitals' discrcinMur\ rcsciiucs. the narrowing 
opc' <lmg niaieins h.ue been i-jerceiscJ as a thrcMi li> the eontiiuicd financing of GMI- costs 

III iis report. "'Hie I nuncial Status .*f leaching Hospitals Ihc I’lKlcrrepreseiilation of 
Minorities m Medicine' (l*)9i)i. ilie ('oniicil on Gr.idu.ite Medical i-Alucation iCOfiMl.) 
docutnenicd the declimmi oiK'iaiing maigiii' of the nation's teaching hospitals Howe\ei. the 
data presented in the rep(»rt clearly denionsii.ile that this decline is due primarily to a decline 
in non Medicare rcsetiue maigms I he decline m non Medicare revenue margins is due 
lai»!i-l\ to two factors <)i deep dis(.oimis negt'lukJ with s*»mc' paym's. and (2i the gnwviiif 
ink ompe lisa ted care burden Iviiig home In leathmg hospitals Nesertheless. and this is 
particulaily imporiani. teaching lu'spiials base gencralh dmie befer than mm teaching 
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lu'NpiuK undci PPS. piim.iril\ ht* - tUM‘ <>l the NteJic.nv IMLA pa\meni> reveued b> 
(e.iehin^ iiisiiuiiion'' which ha\e been ii'‘Cd to ■.»ttsci these eo\t‘ 

Raiioiui icl’orin nl (JMI: tmaiiemi: will tveui onl\ it there is et'i»sinuti\e di.iioeue on 
impi'riani CMT issues aiiioiiij ineml\.Ts of the medkal pr<de>sion. eovernment otticuils. and 
icpresenuunes of business and the insuraikc industry The ASIA would like to use this 
t'pp<-rtunil\ li* articulate o\etall uoaK t<»i CiMI! tiiuuKiiiii retorm and propose a set oi 
priikiples that can ser\c as a framework U' euide discussions ot' GMI- linaiKinu relorin 



The AMA bchc\es that retorm should acliie\c h’lii* term stable tuitdine ot GMi! to ensuie 
that all graduates ot I' S medical schools will be .ible to obtain, at the \et\ least. Ci\ll- 
leading ti^ ehgibililv toi initial tuMid (.eititicatioii and result ill iiieteased aeLOunt;ihilit\ lor 
the total number and spcualtv niiv oi GMI- positions, the appropriateness (d the sue o\ GMI- 
training, and the .ippri>priatencss of both the eonteiii and length >'1 training requirements 

Ihe AMA helicwes that these goals ^an best be achieved it diseussioiis ol' f i.\tb t'liiaiKtne 
rtlorm are guided b\ the tolK’wmg s».t ol priikiples 

Prmciple ^1 Ml thud |\i>i.'- pa\<Ms should pa’ikipaic i-vidkilh .nul in .i unilomi 



iissinn 

IhlficipU 

I lu \ Ivliew- li> that I'l ikiid paM\ p.ivoo. di "ild p.iilMp.-'. explk ilK m ihe 
tiniii.iM’ !<i\U 1!- -'ivlei to on .1.10 table ImidnuMot ( All iiiio i)k- iiiiiiie We al'.o 
Ulk\t ih.ii liku should be ,i {iiiiioiiii s^auii ,iv,ios^ the eomitn lo* eonii ibutim: to (iMI 
liiMu. n ' Mv di. o '• 1 I I H • . n: ill ii. 'u. i ii v i p is ■ u ioi ( At | m.l )i i i in. ih' v! ••) . » 

III p!... 0 : I kS.. iitiU III;- m noli. u'l. M > <oi.i! slue. 1 ( All \,. ^onl i'u-i\ the \M\ 

•s.. •iii!i i.n.b ili.it .ill pavois tv te.|iiihd u- .kh pl Mu \Kdi..iie aj'piokli l-'t in-.ii 
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wa> 111 the tin. Ilk ing ol GMI 



Ibi'Kiple “ 



Ihe tinaiieine i-l (All. should eontimie io be linked to the tm.niemg of 
p.itieiii i.aie suskes and p.isinenis should ai.erue i*’ ihe actual ta«.ilii\ 
ph'\ idmg those SCI \ kes 



l llotts to leloiiu GMI' liiiaikine slioiitd to. i.s pnmaiib mi the 
methods ot linaikine tlie direct sosis ot (All . witli aii\ ctianges m 
l.Ml \ phased in ;iraJi:atl> m* that alternate sources - it tutidmg can tv 
iJentitied 



I'lnkiple ^ I 



Ttie Mealtli (\ik 1 mansin-j .\diiiiiiisiratioii should tcwise tiie reeul.itioih 
’.‘iweMiine Medkaie lAll p.i\ inenis to eliimn ite some >>1 il»e ‘.anaii'ii 
III GNlt costs ,.1. limed b> le.kliiik' lii'spnals 



I'r.ikadi. 



II.. pokcduic .iseJ In the \f{All KR( *s and the SjV. iall> Hoards 
for adding new -pei. k-.liies aiul ih.'se li>i eMeiuime the 'eneth ot itaimn - 
lequncil I -i .ei!jlk.!!i'-ii m evolme d'ssk'-h'cs should t'e ie\iewe«>l 




91 



till dircu uisis Ilf (tMi. Uc rcc>>j!ni/c that an all pauir Msicrn for linanciiic CiMl- 
vvas a luniroUTMal ksui arguod m iho lontcxt ol comprchcnsiic health stMcm tvtorm lai'i 
>oar Hot u ,S cqualK clear that pmatc pasors are not pai.ne thetr fair share to sttppon a 
'\deiii liuni '.Shicli the> coniinue to proiii 

It tttas he unualK ,mposs,hle to develop meehantsnts ensuring that all pasors eomrthute to 
. as ong as indiudual leaching ItospitaK are free to negotiate pasmenis fur patient earc 
-ers ues « ill, mdis idual pasors u iihs.ui ans resirieiiuns. As a meatts of maintaining -market 
" UR. Rac iini! hospiiiil c\cv.uii\ck ha\c dcmonsiraicd a willinjinc.ss to provide discounts to 
eenam pasors. ssiih the eomeqiieiice of diimnishing sometimei quite sienificanils ,he 
imiimtion- opc-raling m.itgin- Gisen past esperietice, i, isdil.,eull to hdiese ihai lead, me 
ll■.•.rt^nl oseeutises ssould he ssilling to sulunlariis iiegoiiate separate GMh. pasmenis or ' 
all.-ss a poriion ot then negotiated pasmeni to be designated for G.MI-. in orde- to eompK 

SSII I 1 IK priiicipU Aseordingly. sse heliesc that a ness approach to financine GMh is 
needed 

Medi.ate could make its paniupaii.in in GMl, imanung in iiidisidual Imspitals cniineetit 
ttl'ott llte pariicipaiion u, all p.isurs sshose heneficiaries are liospnaliaed in leachme ho'spnals 

'••''•vuiiscK II, c ,h,l„s f.,r ..ht.nnine 

lion, saiiuu. pasoic iheir agieeineni to paoicpate in GMh liiianciig as a cmdition of h.'isi,,.. 

ihcir Kiiciuaries me the ceisi.m o, il.e Sin.e the Medicare me sculu' 

•V IKC 1.. . Ihiiiaie c.iJi pasoi . i.oi d,aie oi i|,e ' GMh c..sis, iheiv ss..uld Iv i,.- 

reqilirc-iR-ift I.m ;MMi,.ndcJ iK-cohaM.-iis ..n ilic leniis pa\,in;„, 

PriiicipU- ^1 
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,0 cover the Cher d.rcc, GMl- costs. Others hate suggcstcu that res. Jet rltssK^t, sl.ctld 
oencrate their own income by h.lling for their services. I he AM.\ also rejects cs 
: eLs Restdem rhvsieians act in the craettv of advanced graduate students a.tJ hou J 
b? lt d aea dtnglv Under tt.any ctrcumstances. gtaduate students receive a st.^nd an 

in :: watsld . the mn ide serv.ces as a teaeh.ng or research ^ 

rl.dent phvsicians rro'iJc patient care serv.ces and teach ...ed.cal students and other 
rint Phssicans it .s appropr.ate that they rece.ve a st.pend a.td not pas tu.t.o.t to the 
:iti..u.ions with lh.ch they are aff.l.ated Such a .t.echan.sn. would ratse the total 
costs of medtcal eJucat.on, lead.t.g to r.s.ng debt l..aJs for young phys.c.at.s entcr.ng the 
practices 

Another i.t.portan. po.nt regard.t.g the pat.ent seruces nexus for payntent is that rt«>n'---nts 
" i es should e . dtrectlv to the tac.l.ty where the tra......g tahes place a.td whe.e 

.he GMl- svstem. .t is absolutely essemial .hat payment accrue to the ta .l.t where tl. 

or antbuiatory care set..ngs. rural sett.t.gs, a.td ho.neless shelter el.mes. 

iVmciplc #3 

While reco.„...e..di..e that GMll f...a..c.ng reforn. f.wus pr.mar.ly o.t the methods of 
n.!lle.ne direct GMli costs, we recog.t.ae that tins .s not the ot.ly pol.cy .ssue related to the 
,.;p,c of GMH imanchtg Certainly, the fmattcal s .ab.hty of major teachmg '-I" ;' ;- 

ierned that Cot.gress ....ght leg.slate decreases m Med.c.re 
further decrease the.r ..peratt.tg marg.t.s However, as noted pres ,ousl ■ 
report deKumenteJ that recent dec-eases ... hosp.tal operat.ng margh s . e . 
de reases i.t non-Medicare revenue .t.argt.ts The AM.-\ theretore bel.ese- that . 
ml prstpriate to fs.us attent.o.t solely .m the Medicate IMl-.A 1 he t...a..c.al status ot 
telclune hosp.tals sv.ll re.ua... u., stable as lo.tg as hosp.tal aj.tt.n.strators e ......ue to era... 

Xis ts. cert payors who do no. eo...r.bt..e the.r la.r d.are to . t,..a..e...g o, 

GMl-. and until povcmnicnls develop a more equitable wa> u* o*\er tie 
uncompensated care 

Ihe AMA beheses that etfor.s to relor.n GMU tin.mvm.e 'houlJ ..ot he bu.Je.teJ ... the 

l:.d.a.e debate bs at.en.p.s ,o resolse these very con.plex .sst.es ol ^ - 

,„J the eflec. of d.scoun. co.Uract.ng o., the ti.tancal s.ahil.ty ol so.ue teach.., u h. 1 . ■ 

Such an appHUch would ntes.tably lead to prolonged J.scuss.on that would eltecsely de.a, 
any attempts to deal w.th the ser.ous p.ohle.us l.tenig (.Ml. 

Principle #4 

„.e AMA strongly supports the pr.ncple .ha. IICI A should .es.se .he ,eeul.,,,o,.s e,,se.n 

Med.e.uel.Ml p..y,„e„.s to el„.u„.,te the exuao.J.uars ' , 

emrcmls ex.sts .nu.ntg ,e.,eh,„e hospuals Ihe sa„,„„n, sl.u.ucd so-,s ... . 
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(enfold difference can he traced to the inipreci'^e nature of ihe le^julations governing ihe 
determination of alUmahle GMI: costs Under existing Medicare legulaiions. individual 
leaching hospitals have an inordinate amount of discretion in determining how costs arc 
alltvated. 1-rankly, the degree of variation that exists undermines the credibility of teaching 
hospitals and the medical profession on GMI- nnancing issues. In order to iiKoiporatc the 
Medicare approach for financing GMI; into an all-payor system, the mcihtxlology used for 
elaiminc GMI- costs must be refined so that all payors, including Medicare, can be as.sured 
ihai ihe\ arc pas mg onl\ legitimate GMI- costs This ac'-oumabiliiy is a fair expectation if 
we are lo expect aH pay(»rs to contribute fairK to the costs of GMI: 

In Its first report. COGMl: noted the results of a Omgressional Mudget Office surves 
indicating extreme variation in claimed GMI: costs by teaching hospitals and recommended 
that this issue be studied in more detail, l-'urther analysis indicates that the variation in GMT! 
costs within this group of insiiiutions can be explained primarily by two factors; (li 
\ariaiions in faculty salarx costs, and (2) alKx*aied oserhead costs. Within each of these 
categories, the degree of variation cannot be explained b\ \arialioii in the si/e and scope of 
the Mist until 'f s GMT! programs or the nature of the teaching ho.spital. 

Duniig recent years, discussions aimed at deieriiimiiig 'vayv for controlling the total costs uf 
DMT. have geiieralK assumed that liiiiiiatioiis would be placed on the total inmil>er of GMT! 
positions available in the couiitr> Although ill founded, these discussions have created a 
certain aii.xiciv about the availabiliu of GMI: piisiiioiis for all graduaiiiig students of U S 
medical schools Indeed, in order to avoid tins siinatioii. several professional organizations 
rccomiiiendcd in the mid- 1980s that graduates of foreign medical schoids be denied access to 
GMT' Ml this eouiitrx as a means of controlling GMT costs. It is now apparv,r.i that ii'tal 
GMI; costs can In: decreased without cutting positions -provided that steps are taken lo 
diiiiiiwte inapp'-..priate differences in faculty salar\- costs and allocated iwerhead costs 
claimed b> some leaehmg hospitals. 

In this cmitexi. the AMA recommends that IlCTA rewrite existing regulations to define more 
prcusel) die faculiv salary costs and general overhead costs that may he allocated to GMT.. 
More spcLificallv. legulaiioiis should he proiiiulgaicd to limit faculty salar> costs to the lime 
faculiv arc directly involved in the administration of GMT! programs or in the supervision of 
resident plivsiciaus under cireumsiances in which no separate bill is submitted (or 
professional services either by the plivsiciaii or the hospital. Similarly, iwerhead costs 
vhould he limned to those associated with direct support of GMT. program activities 
General overhead costs should not l>c alhvcaied lo GMT. As noted previously, all payors 
should then adopt the Medicare regulations m older to ensure cimsistencv m deierniimng and 
.luditing GMT costs and lo fairlv disiriTute the shaied hiirden 

We .I’so recommend that annual survevs continue to docuiiieui the level of salaries and 
benefits paid lo resident plivsiciaiis in order to ensure that unreasonable variation In s.daries 
does not develop among teaching hospitals Siiiulaily, annual survevs should he ctmdueied 
m Older ii> di>uimeni the van.! >n in faculiv and overlie. id eosis among teaelmig hospitals 
lilts sfunild not he con.sirued to iiiiplv that variations are not warranted, sites and needs vaiv 
and a St Paul hospital vsilf not pav the same t.iculiv salaries as will a New York ('iiv 
lli'spiial The results of these surveys should S'- made available u> payors who aie 
umtnbutiin* i>i ihe hn.incing of GMI 
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Principle #5 



In order (o prevent inappropriate growth in the number ot’GMK positions, the AMA feels 
that revisions must be considered in the prtKcdures for adding new specialties and for 
extending the length of training required for cenification in existing specialties. During the 
1980s. the number of resident physicians in GME programs increased by greater than 309? . 
During the same period, the number of V S. medical sch(X>l graduates remained fairly 
con.stant. We conclude that the marked increase in GMH positions was largely due to the 
proliferation of new specialtv residency programs and positions. This trend has clearly 
increased the ct^sts of GMI: in this countrx' 

At present, decisions regarding specialty training issues are controlled, for all practical 
purposes, by the specialty boards and the ACGMl:. In some cases, changes in training 
requirements have been initiated by a specialty board, and in .some cases, by an RRC. As a 
body prunaril) concerned with GMH accreditation issues, the ACGMH has not been charged 
with the responsibility of balancing the interests of the specialty oriented organir.ations with 
the concerns of government, business, other interested panics, and the public. As a result, 
the specially orgam/.itions ha\c been free to increase training requirements, thus increasing 
the costs of GMH. without concern as to the impact of their decisions on the system as a 
whole 

\‘oluniar>- accred nation and cert ifical ion remain an inii>onam feature of the GMH system in 
this country To m.ontain this iniponant characlerisik. interested parlies and the public must 
be assured that there is accountability for the decisions made by the RRCs and the specialty 
boards In its first repon (1988i. COGMH recommended that the parent organizations of the 
Af'OMH convene to develop specific ways for dealing with this issue In addition. COGMli 
Kctniimeiiiied that the American Board of Medical Specialties bring this is.sue to the atteniioii 
t)f the individual boards. lo dale, these hoards have not dealt with this priiblem in a 
satisfacttiry manner. 

C*onc liision 



The AMA has considered the issues surrounding niiancing reform in GMH and has 
developed gt)aK and a set of principles to assist the national debate on this issue. The AMA 
helieves that such reform is warranted in order tti coiitn'l the costs of GMH. to stabili/e the 
funding of GMH. and lo iiiipro\e the acctmntability of the GMH system to societv so that 
national physician workforce {ihieclhes are achieved and maintained 

I he AMA offers the above aniculaled principles as guidance to the SubcommiUec and 
(‘ommittee in their evaluation of GMH. financing We thank the Subcommittee for sohcilmg 
our thoughts and reo 'mnendaiiotis on this highly complex issue of rinancing graduate 
medical education W'e look forward to working with other affected organi/ations and hope 
that we tan be a conlinumg resource as the Suhcoimiiittee and lull Committee develop thcf 
pnip(»sals 
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Mr. Chhistknskn. Dr. Schwartz. 

STATEMENT OF SEYMOUR I. SCHWARTZ, M.D., FACS, CHAIR- 
MAN, BOARD OF REGENTS, AMERICAN COLLEGE OF SUR- 
GEONS 

Dr. Schwartz. Thank you, Mr. Christensen. 

I am Dr. Seymour Schwartz. I am professor and chair of the de- 
partment of surgery at the University of Rochester Medical Center 
in Rochester, N.Y. J am appearing today as chairman of the board 
of regents of the American College of Surgeons with its constitu- 
ency of over 60,000 surgeons. 

In that regard, we are pleased to have the opportunity to offer 
this testimony, and we will focus our remarks on the issues of Med- 
icare payments for direct medical education costs, but also on phy- 
sician work force requirements and controls. 

It is our feeling, strongly so, that the Federal financial support 
for graduate medical education must continue if our Nation is to 
maintain its preeminence in producing well-trained, highly quali- 
fied physicians. 

The College strongly believes that all Federal, and as was stated 
before, all private health care financing programs should partici- 
pate in the support of this system. 

Reductions in Medicare payments to hospitals and physicians 
have already been implemented. This has been compounded by con- 
tinuing payment decreases by private third-party payers and an in- 
creasing trend to managed care. 

As a consequence, teaching programs have become increasingly 
dependent on Medicare support, because they are less able to com- 
pensate for any funding shortfalls through payments they receive 
for services provided to non-Medicare patients. 

This is more of a problem for specialties with longer training pro- 
grams, such as the surmcal specialties, which already receive re- 
duced financial support beyond the first 5 years of training. 

Proposals have been made to limit Medicare direct graduate 
medical education support to the first 3 years of residency. I was 
pleased to hear from Dr. Heyssel that he modified this proposal 
with respect to the 5-ycar surgical program. 

The College opposes these proposals. It is felt that the specialties 
with the longest training programs are just as critical to the health 
care needs of our Nation as those with a shorter program. Also, the 
quality of programs that train our medical and surgical specialists 
are as important as the quality of those that train our primary care 
physicians. 

Recent studies have concluded that the physician work force 
problem is not so much that of undersupply of certain types of phy- 
sicians as it is of an oversupply of physicians in general. We agree 
to that, and would also point out that the larger problem is a poor 
geographic distribution of all categories of physicians. 

The College believes that Congre.ss should focus its attention on 
policies directly aimed at controlling the size and specialty mix of 
our Nation’s physician work force, rather than on indirect efforts 
to achieve these goals through mechanisms of program financing. 
We also feel that such policies hold the promise of reducing total 
Medicare spending for direct graduate medical education. 







We also agree that broad goals should be set regarding the num- 
ber of generalists and specialists to be trained, but would empha- 
size that quality should be the major determinant in deciding 
which residency programs should be funded and in how residency 
slots should be allocated. 

Actually the number of residency positions in surgical programs 
is determined specifically by patient mix and volume that ensures 
that training criteria are met. This has limited the number and the 
size of surgical training programs. The number of physicians 
trained in surgical specialties has remained relatively constant 
over the past decade. In the academic year of 1982 to 1983, there 
were 21,000 residents cumulatively in all surgical specialties. 
About 10 years later, 1992 to 1993, the most recent year for which 
data are available, this number i? essentially the same. 

Now I would like to emphasize that in general surgery for the 
same period, the number has decreased steadily from 8,683 to 
7,788. 

There is a growing sentiment in the medical community that the 
number of residents should be constrained. However, Federal phy- 
sician work force controls may be viewed by some as not in concert 
with the current efforts to reduce bureaucracy. 

We would submit that a mechanism is in place. That mechanism 
is the residency review committees for the various specialties. They 
are encumbered at this time by the feeling that they not have 
the authority or the antitrust immunity required to inipose limits. 

We would suggest Federal endorsement of the residency review 
committees as the body to address the issue of numbers. 

I would point out that even if we accept the physician work force 
controls as a possible solution, they in no way address the persist- 
ent geographic maldistribution of physicians. And as has been 
pointed out several times already, it seems that current market- 
place pressures may be playing a positive role in alleviating or cor- 
recting this situation. 

In Southern California, for instance, medical and surgical spe- 
cialists are finding that there are simply not enough patients to 
maintain their practices, and some of these are relocating to small- 
er and at times rural communities. Some have even become pri- 
mary care physicians. 

Mr. Chairman, on behalf of the College, I would like to thank you 
for the opportunity to express our views on these issues. I would 
be pleased to answer any questions. 

IVhe prepared statement and attachment follow:] 
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Mr. Chairman and members of the Subcommittee, I am Seymour I. Schwartz. MD, 
FACS. Chairman of the Board of Regents of the American College of Surgeons, and 
Professor and Chairman of the Department of Surgery at the University of Rochester 
Medical Center in Rochester. NY. 1 am pleased to appear here today on behalf of the 
College to provide our views on Medicare funding foi graduate medical education. In 
particular. I intend to focus my remarks on the issues of Medicare payment for direct 
medical education costs and on physician workforce requirements and controls. 

Fir.st of all. I want to stress that federal financial support for graduate medical 
educatif n must continue if our nation is to maintain its world preeminence in producing well 
trained and highly qualified physicians. Further, the College strongly believes that all 
federal and private health care financing programs should fully support this system. We arc 
very concerned, for example, about reports that Medicare HMOs may not be passing on to 
teaching institutions the federal funds they receive to support graduate medical education, 

We arc aw'are, of course, of the budgetary pressures that Congress has faced in recent 
years and the reasons why entitlement programs like Medicare make attractive targets for 
spending reductions. However, you should be aware that, because of reductions already 
implemented in Medicare payments to hospitals and physicians, compounded by continuing 
payment decreases by private third-party payers and the increasing trend toward managed 
care, teaching programs arc becoming even more dependent on Medicare financial support 
and arc less able to compensate for any funding shortfalls through payments they receive 
for scr\'ices providcvl to non- Medicare patients. Tliis a particular problem for tho.se 
specialties with longer training periods, such as the surgical specialties, which already receive 
reduced financial support from Medicare beyond the first five years of training. 

Proposals have been made that would further limit Medicare direct graduate medical 
education support to just the first three or four years of residency training. 'Hie College 
opposes such proposals. Generalist physicians can not meet all of our nation's health care 
needs. Those specialties w'ith the longest training periods - such as neurosurgery, which 
typically includes seven years of residency training -- are just as critical to the health care 
needs of our nation as those with the shortest residency training. Furthermore, the quality 
of programs that train our nation's medical and surgical specialists is important as the 
quality of those that train our primary care physicians: both types of programs should be 
funded for their full residency periods. 

In an effort to increase the supply of primary care physicians, proposals have also 
been made that wouUI use money saved by limiting Medicare support for specialties with 
longer training progranvs to increase the amount piovided to primary care residency 
programs. As we have noted in past testimony, the C'ollege has long tknibted that paying 
hospitals more to establish primary care resii’cncy positions will do anydiingto influence the 
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career choices made by indiv'lual medical students. In addition, matn residenc> positions 
in primary care training programs go unfilled year after year. It makes little sense for a 
Congress that is concerned about budget savings to increase federal funding to encourage 
hospitals to establish yet more re.sidenc)- positions that are likely to remain unfilled. 

Indeed, recent studies of the nation's physician workforce have concluded that our 
problem is not so much an undersupply of certain kinds of physicians as it is an oversuppK 
of physiciaas in general, as well as a poor geographic distribution of physicians, (A paper 
is attached that more fully outlines some of the issues associated with policies directed at 
increasing the supply of primary care physicians,) It is the College’s view that Congress 

focus its attention on policies that arc directly aimed at controlling titc size and 
specialty mix of our nation’s physician workforce, rather than on indirect efforts to achieve 
these goals through program financing mechanisms. Such policies also hold promise for 
reducing total Medicare spending for direct graduate medical education costs, 

Tltc College agrees with proposals that ha\c been made that would limit the total 
number of physicians iicing trained, perhaps to i 10 percent of U,S, medical school 
graduates. We also agree that broad goals should be set regarding the number of 
generalists and specialists to be trained. We do believe strongly, however, that quality 
should be the major factor in determining which residency training programs will be funded 
and how actual residency slots will be allocated among each .specialty. 

In the surgical specialties, the number of individuals being trained has been 
restrained by such quality considerations ftir many years. No surgical training program can 
add new residency positions unless patient mix and volume assure that specific training 
criteria arc met. This limits both the number ami the si?e of surgical training programs. 
In addition, smaller training programs with relatively few residents arc held \o the same high 
standards as larger programs. 

In fact, the number of physicians trained m the surgical specialties has remained 
relatively constant fur more than a decade. In the iy82-<S3 academic year, there were 21, 133 
residents across ail the surgical specialties; in I992>93, the most recent year for which 
complete data arc available, there were 20,976, In general surgery, the number has actually 
decreased steadily, from 8,683 in 1982-83, to 7.788 in 1992-93. Further, it is worth noting 
that the total number of surgeons being trained each year in some specialties is actually 
quite small (c,g„ 33 in colon and rectal surgerv, 39 in pediatric surgerv, and 89 in vascular 
surgery' in 1992-93). 

Of course, there is a '‘cgulatory c»\eitonc to the idea of federal physician workforce 
controls that may not app». ' to some policymakers. However, while there is growing 
sentiment in the medical community that the number of residents should be constrained in 
some way, there is al.so a general belief that antitrust laws preclude physicians from 
cstablijihing and imposing any limits on their own initiative. The residency review 
committees for the various specialties and the Accreditation Council on Graduate Medical 
Education believe that they do not have the autliority or the antitrust immunity needed to 
impose such iimit.s, A federal mandate to do so would address some of these concerns. 

It is worth noting that Congress has often establislietl commissions and supported 
studies of our nation’s physician workforce, but it lias never given these entities the authority 
to implement any workforce policies liased on their findings. 

Of course, while physician workforce controls aie a possible solution to problems 
involving overall physician supply and specialty mix, they do not adilrcss the persistent 
geographic maldistiihution of physicians. As you know, federal efforts to address this 
problem have n\et with limited success. However, it now appears that market pressures mav 
indeed hold some promise for alleviating, if not completely correcting, this situation. Many 
medical and surgical specialists located in areas where managed care ftas become a 
dominant market force, such as soalherii (’aliforiiia, arc tinding that there simply are not 
enough patiems available lor iheiii to maintain their practices, As a result, we are hearing 
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that quite a few of these specialists are relocating to smaller communities, often in more 
rural states. Many of them have also assumed the role of priniarv’ care physicians. 

.Mr. Chairman, thank you again for the opportunity to exprc.s.s our view's on these 
is.sucs. I would be pleased to answer any quest ons you may have. 
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PRlNUin’ CX\<E: HAMs POLICY MAK£US GONE TOO FAR? 



0\Y^r the Iasi several years, the federal govcrmiicntal has iniplcmciucd a 
number of policies and programs intended to inaease the supply of primary 
care practitioners, including increases in Medicare payments for primary care 
services, such as physician office visits. In many cases, these initiatives have 
come at the expense of other programs and other categoiies of health 
professionals and services. Some physicians organizations continue to 
demand more for primary care, tlowever, there is evidence that further 
increases -in the number of primao' care physicians could lead to an 
ovcrsupply. .At the very least. Congress should carefully consider whether it 
is fair to support anv additional priniaiy’ care initiatives by arbitrarily reducing 
payments to other physicians or reducing funds for other programs. 

Rev 'riiinus u. Keep in Mim l ■ 

1. The Potential for "Overkiir. ’Ihc Icderal governmcni has adopted 
Medicare reimbursement policies favoring primary' care residency 
programs. And, there is continuing discussion of adopting policies that 
would assure that 50 percent or more of all residency posit ioi^ arc 
allocated to primary care. However, a recent study published in the 
Journal of the American Medical A.ssociaiion concluded that “a change 
as great as the 50 percent solution will cause a long-term surplus of 
primary care physicians and a long-term shortage of specialists. 

2. Medicare Beneficiary Need for Specialty Care. The federal 
government has adopted a number of provisions to increase Medicare 
payments to primary care physicians (c.g., the relative value system, 
preferenlia! updates, and exemptions from various cosi-comainnicni 
policies). However, it seems likely that Medicare beneficiaries, given 
their age and health status, may well need greater amounts of specially 
care titan the non-Mcdicare population. For c.xample. a recent study 
published in the New England Journal of Medicine found that 
"Internists and family praclilioncr> arc less a\Aarc of o; less certain 



* Richard A. Cooper, "Seeking a Balanced Plusiciaii Wurklorec lor the 
2 1st Century'," .Rturnal of the American M gdical Association. September 7, 
lOOd, pp. 6S0-(>86. 
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about key advances in the treatment of myocardial infarction than arc cardiologists."* 
In fiscal year 1993, there were almost 310,000 Medicare hospital admissions for the 
treatment of myocardial infarctions. 

3. Impact of Non-Physician Primary Care Providers. The federal government has 
simultaneously adopted policies to increase the supply of primary care physicians ind 
the supply of non-physician primar\* care practitioners, including physician 
assistanisand advanced practice nurses. Those recommending further increases in the 
supply of primary care physicians generally fail to take into account the capabilities 
and contributions of a rapidly increasing supply of non-physician primary care 
providers. Moreover, in determining the number of so-called primary care shortage 
areas, the government itself fails to take into account the availability of physician 
assistants, nurse practitioners, and other qualified providers of primaiy care. This 
may explain why the Task Force on Human Resources for Health of the Association 
of Academic Health Centers has recommended that the Secretary of Health and 
Human Services convene a special Advisory Council to assess, among other things, 
"whether primary care shortage criteria should take into account the availability of 
non-physician personnel.^ In any event, given the fact that past government policies 
arc at least partially responsible for today’s ovcrsupply of physicians, it seems quite 
likely that the government will again overshoot the mark if it continues to adopt 
programs favoring primaiy- care. 

4. Lessons from Managed Care. Policymakers have repeatedly been told in use the 
physician staffing practices of health maintenance organizations (HMOs) and other 
managed care organizations as a guide ihc population’s need for specialist and 
primaiy care physicians. However, as one study has warned, "HMO patients tend to 
be younger and healthier" and "HMO physicians provide only a portion of the 
specialty care.’*^ Moreover, another recently published study found that seven ^iser 
HMO plans and three other large HMOs had primary care physician-lo-population 
ratios of 53.6 and 35.7 per 100,000 cnrollees, respectively, compared to the nation’s 
current primary care pmsician supply of 65.7 primary care physicians per 100,000 
population.^ 



“ John Z. Ayanian ct ah, "Knowledge and Practices of Generalist and Specialist 
Physicians Regarding Drug Therapy for Acute Myocardial Infarction," New England Journal 
of Medicine. October 27, 1994, pp. 1136-1141. 

^ Association of Academic Health Centers, Task Force on Human Resources tor 
Health, "Avoiding the Next Crisis in Health Care," 19^2, p. 21 

* Richard A, Cooper, "Seeking a Balanced Physician Workforce for the 21st 
Century'," Journal of tlie American Medical Association . September 7, 1994, pp. 680-637. 

^ Jonathan Weiner, "Forecasting the Effects of Health Reform on U.S. Physician 
Workforce Requirement: Evidence From 1 IMG Staffing Patterns," Journal o f the American 
.Medical A.ssociation . July 20. 1994, pp. 222-230. 
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5. International Comparisons, ’Hie average American must* by now, believe that the 
primary care physician-to*population ratios in the United Slates are considerably 
below those in other countries frequently held up as having model health eare 
systems. However, as emphasized in a study by U.S. and British researchers 
published in the New England Journal of Medicine, the ratio of primary care 
physician.^ to the general population is the same in the United States and the United 
Kingdom. A more recent study notes that "the percentage of physicians in the 
United States who practice one of the primary care disciplines is 36 percent to 38 
percent, \alucs quite similar to those in Europe."*'’ 

(*. Trends in Surgical Residency Positions. l>.e tone and temper of recent discussions 
about physician residency programs might prompt sonic policymakers to conclude 
that the number of surgical residencies must be rising dramatically. l*he fact is the 
number of surgical residents has b*’cn quite stable for many years. For example, in 
the 1982/83 academic year, there .verc 21,133 surgical residents while, by 1992/93, 
the number had actually fallen 20,976. 

7 Non-Primary’ Care Shortages, Some policymakers may have been led to believe that 
the only physician "supply" problems are in the primary care arena. However, the 
advisory' body charged with reviewing physician supply and demand issues, the 
Council on Graduate Medical Education, has specifically concluded otherwise. For 
example, the Council has noted that shortages exist in general surgery and warned 
ihat "[a]ging of the U.S. population will increase demand for surgical services, and 
the number of physicians in general surgery' is inadequate to meet a growing need 
for trauma services and for surgical care in lural areas. 

8. Medicare Support for Surgical Residency Programs. ITie American College of 
Surgeons supports the concept of limiting the number of physician residency positions 
and setting broad goals regarding the number of generalists to be trained. However, 
the College insists that any mechanism for addressing physician supply issues must 
explicitly include a policy of adequate funding for all residency positions through the 
entire course of the training period. As it stands now, Medicare generally pays less 
than its share of the costs of training surgical residents, primarily because the 
program limits funding to a nia-ximum of five years, which is shorter than the amount 
of time required to train most surgeons. 



Richard A. Cooper, Seeking a Balanced PhyMcian Workforce for the 2 1st Century," 
Journal of the American Medical Association . September 7, 1994, pp. 680-687. 

' Council on Graduate Medical Education, Improving Access to Health Care Through 
Physician Workforce Reform: Directions for the 21st Centiirv. October 1992, p. 22. 
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Mrs. Johnson ok Connkcticut fpresidingl. Thank you, Dr. 
Schwartz. 

Dr. Anderson. 

STATEMENT OF WILLIAM G. ANDERSON, D.O., PRESIDENT, 
AMERICAN OSTEOPATHIC ASSOCIATION 

Dr. Anderson. Madam Chair, thank you very much for the op- 
portunity to appear before the Subcommittee on Health. 

My nam© is William Anderson, and I am president of the Amer- 
ican Osteopathic Association. I have been practicing as an osteo- 
pathic physician for over 38 years in primary care m Southwest 
Georgia and in recent years as a surgeon in mner-city Deceit. 

I am pleased to be here representing 36,000 osteopathic physi- 
cians, the majority of whom are in primary care and, we believe, 
are playing a very vital role in health care delivery in the United 

States today. u r 

So we feel as though it is very important that members ot the 
subcommitti 0 take under consideration, when we speak of funding 
of graduate medical education, preserving this system of training 
osteopathic physicians that has demonstrated historically that it 
can produce a higher percentage of primary care physicians. As 
many as 60 percent of the'36,000 are currently in the primary care 

^DPClsltlGS 

So before I go to some specific recommendations relative to this 
matter of training relevant physicians and cost containment in 
graduate medical education, I wanted to just make a few brief re- 
marks relative to the profession itself 

Osteopathic physicians are trained in many respects the same as 
allopathic physicians in that we have the same basic training in 
mecficine, surgery, physiology, anatomy, and all the fundamentals. 
However, osteopathic physicians have the added dimension where 
emphasis is placed on the musculoskeletal system and the body 
functioning as a whole with an interrelationship between structure 

This philosophy of practice wa" first initiated by Andrew Taylor 
Still over 100 years ago, and it permeates our educational process 
from undergraduate through the graduate levels. 

Although a number of osteopathic physicians ultimately go into 
the specialties and the subspecialties, they all are first 
primary care. They have that orientation, and it is embedded in 
them in the rotating internship. We believe that this enables them 
to practice better even as specialists. So I certainly prevail upon 
the committee to take under consideration those measures that will 
be necessary to preserve this system of training. 

Now let me go then directly to the matter of how we can achieve 
savings in graduate medical education while preserving the system 
and, second, addressing the issues of the physician 

First, let me mention the matter of the allocation of the UMb po- 
sitions. We certainly do support the concept that the number of 
residency positions could be limited to just 110 percent of the total 
graduates from the osteopathic and allopathic medical schools in 
the United States. 

At the present time, we receive funding from various sources 
and the Federal Government through Medicare is the principal 
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source of that funding— we are funding the equivalent of 140 per- 
cent, and we recognize that many of those are the international 
medical graduates that make up the difference between the 100 
percent and the 140 percent. 

We feel that if we are in a situation now where we are graduat- 
ing as many as we need— and there are those who think we are 
even ^aduating more than we need— it seems to be just prudent, 
then, that we should buy what we need to meet the needs of the 
citizens of this country first. 

Then if we have a system that produces enough physicians it 
seems to me we should limit our funding to just meeting that need 

bo I would strongly recommend that consideration be given to 
limiting the funding to 110 percent of our graduates. 

Now there is a potential for the loss of osteopathic graduate med- 
ical education positions if the osteopathic allocation then is buried 
within a single allopathically dominated pool; therefore, I would 
prevail upon you to take under consideration the fact that there is 
a separate system of educating physicians. 

Second, GME funding should be equitable for all positions and 
based on national averages rather than the current system that is 
hospital-specific, that provides for a wide range of costs in graduate 

niay be producing the same end product. 

Third, GME funding should be by all third-party payers, and you 
have heard that repeatedly this morning, and we in the osteopathic 
profession want to reinforce our position relative to that 

We feel as though all of the third-party payers should' participate 
j graduate medical education, recognizing that as man- 

ag‘ care now is permeating the medical market and soon will in- 
clude rnany of the people who are in the Medicare program, and 
while the HMOs are receiving 95 percent of that average cost cer 
Medicare patient, and that includes the medical education portion 
we feel as though they should bear a portion of that cost, or that 
portion of the payment to the managed care systems should be re- 
mwed, so it can go directly to those training institutions. 

Fourth, we feel as though there should be a freeze at least on the 
resident-tO“hospital-bed ratio at the current level. This would re- 
move the disincentive to move much of the graduate medical edu- 
cation out of the hospital and into the ambulatory sites. That is 
less costly than th( hospitals. You do not begin to incur as much 
of an indirect medical cost where training takes place in the ambu- 
latory sites. 



If the greater need is for primary care physicians who will prac- 
tice in ambulatory sites, we feel as though that is where they 
should receive their training. 

In conclusion, osteopathic physicians have provided for many 
years a vital component in the health care delivery system in 
America. In order to assist the country in meeting the many chal- 
lenges in physician work force development and reducing cost, we 
suggest that the present system of funding graduate medical edu- 
cation be rnado more equitable. All residents, without regard to the 
Site of their training, should receive the same direct funding. The 
indirect funds would be based on averaging, utilizing the same na- 
tional average, not hospital-specific, and pased on a more recent 
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year basis. Most of us now are operating on the basis of a 1984 
base year funding methodology adjusted for inflation. 

We do believe that this reimbursement system for graduate med- 
ical education does not take into account the demands that are now 
placed on the educational system in the development of consortia 
an J :n the process of paying for the educators. 

We certainly would encourage you to consider the 110-percent 
cap. Simply cutting the payments will not facilitate the work force 
change that is desired. 

Thank you, Madam Chair, for giving me the opportunity to 
present the concerns of the American Osteopathic Association. 

[The prepared statement follows:] 
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TESTIMONY OF WILLIAM G. ANDERSON, D.O. 
AMERICAN OSTEOPATHIC ASSOCIATION 

OSTEOPATHIC GRADUATE MEDICAL EDUCATION 



Mr. Chairman and members of Che Commiccee, chank you for 
invicing the American Osceopathic Association ( "AOA" ) co 
appear before chis hearing. My name is William G. Anderson, 
DO, and I am che current president of the AOA. I am 
appear ing before you today as che representative of che 
36,000 osteopathic physicians practicing in the United 
States . 



The AOA is the national organization for osteopathic 
medicine. The AOA is involved in nearly every stage of an 
osteopathic; physician's education. The AOA is recognized by 
the United States Department of Education and che Commission 
on Recognition of Poscsecondary Accreditation as the 
accrediting agency for osteopathic medical colleges. The AOA 
also accredits 136 hospitals and health care facilities in 26 
states. Such hospital accreditation is recognized by che 
Department of Health and Human Services. Additionally, che 
AOA in conjunction with various affiliated organizations, 
formulates general requirements for graduate medical 
education (internships and residencies) leading co specialty 
certification through che AOA's vai ious specialty boards. 

The AOA also examines and approves osteopathic internship and 
lesidency programs in osteopathic and jointly accredited 
(DO/MD) hospitals. The AOA conducts examinations for 
specialty certification following che completion of such 
training. Finally, che AOA administers an extensive program 
of continuing medical education which is required to maintain 
AOA membership, specialty certification and licensure in 
numerous states. 



tor nearly 40 years, I have practiced osteopathic 
medicine -- first, as a family physician in Albany, Georgia 
and later, as a general surgeon in Detroit, Michigan. Ac 
present, I am che Associate Director of Medical Education at 
Detroit Riverview Hospital. 

The Osteopathic Medical Profession 

While che subject of my address today is graduate 
medical education in ger.'.-ral and osteopathic graduate medical 
education in particular, 1 would like to first provide you 
with some background infoimacion on che osteopathic 
profession. There are two distinct but parallel branches of 
medical practice in che United iStates: osteopatl , medicine 

and allopathic medicine. 

Osteopathic medical practice, a reform movement in 
medical care, grew out of concepts developed in 1874 by 
Andrew Taylor Still, MD. Dr. Still's philosophy of medical 
care focused on ''wellness,*' preventive medicine and the 
body's ability to heal itself, Lr. Still studied che 
attributes of good healtli so that he could better understand 
che process of disease. He devi.'rj.-d a philosophy which 
emphasized the unity of all body j-arts, particularly that of 
the musculoskeletal system, a.*--, a key element of health. The 
unique osteopathic manipulative treatment grew out of chis 
philosophy. All of these principles -- "wellness," holistic 
medicine, osteopathic manipulative treatment and an emphasis 
on family/generalisc practice -- have been essential elements 
r;C osteopathic medicine tor over 100 years. 

Today, the majciity ol physicians in chis rourit ry aic 
a I lop«»t h i c physicians (MDo^; however, doctors of osteopathic 
medi<-ine (DOs) constitute more than five percent of all 
physician.*? practicing in th*-- United States. After year.*? of 
si.ruggUn'.i foi acceptance, osteopathic physicians have 
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secured broad recognition at law' and in the court*=^ dS 
equivalent to our allopathic brethren. The DO and MD degrees 
are the only recognized degrees leading to the unlimited 
licensure for the practice of complete medicine and surgery. 
Despite our success, there still remain some isolated pockets 
of discr-iminat ion against the osteopathic community , and 
osteopathic physicians must continue to fight for equal 
treatment . 

Significantly, while DOs constitute only 5.5 percent of 
the nation's physician manpower, they are often the only 

• physicians practicing in many rural and underserved 
communities. Cste.^pathic physicians comprise more than 15 
percent of all physicians practicing in communities of less 
than 10,000 people and fully 18 percent of physicians serving 
communities of 2,500 or less. Additionally, DOs comprise ten 

* percent of all physicians serving in the uniformed services. 

In all, whether serving in rural or urban areas and in public 
service or private practice, the nation's osteopathic 
physicians provide care in nearly one hundred million patient 
visits each year. 

Osteopathic medicine has recently received attention for 
its production of an appropriate balance of primary care 
physicians and specialists. More than 60 percent of the 
profession consists of primary care physicians vho provide a 
complete range of services to patients of all ages. This 
statistic is no fluke. Throughout its history, the 
osteopathic profession has consistently been able to exceed 
the proposed federal recommendations for 50 percent of the 
nation's physici.an workforce to be comprised of primary care 
physicians. Each year, more than half of the osteopatliic 
medical school graduates choose to enter practice in primary 
care fields. A recent study to determine which medical 
schools -- allopathic and osteopathic -- produce the largest 
percentage of primary care physicians revealed that 15 of the 
top 25 and ail of the top ten were colleges of osteopathic 
medicine.' The success of the osteopathic profession in 



i‘Or example. Medicare ietines physicians as including 
osteopathic physicians (42 U.S.C § 1395x(r)); Hospital 
accreditation by the AOA is statutorily recognized 142 U.S.C. 

§ I395bb(a) ; and osteopathic physicians are statutorily 
authorized to practice medicine in the Public Health Service 
(42 U.S.C. § 209(d)), Medical Corps (10 U.S.C. § 532(b)), 
Veterans Administration hospitals (31 U.S.C. § 4105(a)(1)), 
and Fedeial Health Service (5 U.S.C. § 7901(e)). 

‘ ^ee 5>tern v. Tarrant County Hospital . 770 F.2d 1052, 

1060 (5th Cir. 1985), cert, denied . 476 U.S. 1108 (1986) 
(noting that osteopathic physicians and allopathic physicians 
♦ have similar training and face identical testing and 

licensing requirements); Brandwein v. California Board o f 
O steopathic Examiners . 708 F . 2d 1466, 1468 (9th Cii . 19^3) 

("At- the present tim.e the differerces between the schools of 
jstecpat.liy and allopathy are minor"); Weiss v. York Hospital, 

« 745 K.2d 786, 792, 820 22 (3d Cir. 1984), cert^ denied, 470 

U.S. 1060 (1905) (noting at footnote 4 that an MD had 
testified as to the fact that there was no diffeience between 
graduates of allopathic and ost^'opathii: medical .schools in 
torms of medical training and ability to provide medical 
care, and, at page 820 that the defendant hospitals did not 
contend t.hat osteopathic physicians are less qualified, noj- 
.iid the hospitals offer any "public service or etliical norm 
laiioiuile for tlioir discriminatory Meatment of DOs "). 

I,. Ilar.pcl, no, p'-'p.it h i c M'-dic.il Educat ion . 

last, iicivm. U Future ,i iy fti t )5<* Jee.iah 

Macy, Ji . Fcjundat ion; . 
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producing community-level primary care medical practices is 
the result of the .prof ession' s carefully crafted educational 
program that emphasizes primary care and the osteopathic 
philosophy at all levels of education and training. 

Osteopathic physicians start their medical careers by 
earning the degree of Doctor of Osteopathy or Doctor of 
Osteopathic Medicine (DO) . Presently, there are 16 
accredited colleges of osteopathic medicine located in 14 
states. '* * The colleges enroll qualified applicants who have 
completed four-year college degrees and often advanced 
graduate degrees. Requirements for graduation from 
osteopathic medical colleges include the successful 
completion of a four-year curriculum of basic sciences and 
clinical studies, including the same subject matter taught in 
allopathic medical schools. 

While the education of an osteopathic physician includes 
the same materials required of allopathic physicians, the 
education also emphasizes principles of osteopathic care. As 
the osteopathic philosophy plaves an emphasis on the 
musculoskeletal system and holistic care, so too does the 
curriculum in our medical schools. In addition, osteopathic 
medical students receive training in the administration of 
manipulative medicine. In the first two years, the standard 
osteopathic curriculum includes two to three hundred hours 



^Chicago College of Osteopathic Medicine, Midwestern 
University - Chicago, Illinois 

College of Osteopathic Medicine of the Pacific - Pomona, 
Cal i f ornia 

Kirksville College of Osteopathic Medicine - Kirksville, 
Missouri 

Lake Erie College of Osteopathic Medicine - Erie, 
Pennsylvania 

Michigan State University, College of Osteopathic 
Medicine - Lansing, Michigan 

New York College of Osteopathic Medicine, New York 
Institute of Technology - Old Westbury, New York 

Nova Southeastern University, Health Professions 
Division, College of Osteopathic Medicine - North Miami 
Beach, Florida 

Ohio University College of Osteopathic Medicine - 
Athens, Ohio 

Oklahoma State University College of Osteopathic 
Medicine - Tu^sa, Oklahoma 

Philadelphia College of Osteopathic Medicine • 
i \\i\ a Je Iph.ia , Pennsylvania 

University of Health Sciences, College of Osteopathic 
Medicine - Kansas City, Missouri 

University of Medicine & Dentistry ot New Jersey, School 

• i osteopathic Medicine - Stratford, New Jersey 

University of New England, College of Osteopathic 
Medicine - Biddeford, Maine 

University of North Texas Health Sciences c:enter at Fort 
Worth, Texas College of Osteopathic Medicine - Fort Worth, 
Texas 

University of Osteopathic Medicine and Health .Sciences, 
’-ll«".j«’ i.f Out copal hie Medicine and Surgery - De.s Moines, 
low.i 
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which focus on manual medicine, and the concepts that the 
body's systems are interrelated, that a dysfunction in one 
system may be reflected in a dysfunction in another, and that 
the body has a self-healing capacity.' Osteopathic medical 
schools expose their students to clinical experience at an 
early stage in their training, typically including a 14-week 
family medicine clerkship in addition to another 16 weeks in 
pediatrics and internal medicine." This curriculum is part 
of a larger process of teaching all students to be primary 
care physicians first and foremost. 

Following graduation, osteopathic physicians generally 
embark on a course of unique graduate medical education. 

Just as osteopathic medical education differs from allopathic 
education, so too do the postdoctoral training programs. The 
graduate medical educational program is designed to build 
upon the osteopathic concepts taught during medical school. 

The internship year of osteopathic graduate medical educatio’'. 
required for entry into osteopathic residency training, 
includes mandatory rotations in primary care areas of 
internal medicine, obstetrics and gynecology, general 
pediatrics, family practice and surgery. In addition, the 
required curriculum for internships states that "Osteopathic 
principles and practices shall be incorporated throughout the 
program."' Following internships, the physicians progress 
to residencies in primary care and other specialties. The 
osteopathic internship with its rotations in areas of primary 
care is required regardless of whether a physician 
contemplates a non-primary care specialty, such as 
anesthesiology or radiology. It is our understanding that 
such required primary care content is not included in 
allopathic non-primary programs. Moreover, all of our 
i-esidency training programs, as with our internships, 
incorporate osteopathic concepts. The AOA residency training 
curriculum requirements include "Utilization of osteopatnic 
principles and practices relating to the specialty." The 
osteopathic system of graduate medical education creates a 
profession in which all facets of primary care and specialty 
care are represented. The osteopathic profession has become 
one in which primary and non-primary specialties are balanced 
in a way that more properly reflects the needs of our 
society , 

With this explanation of osteopathic medical care and 
osteopathic medical education in mind, I would now like to 
address directly the iss\.ies of Graduate Medical Education and 
the AOA's recommendations for this Committee. 

\ . Allocation of Positions 

The program of osteopathic predoctoral and postdoctor.il 
medical education and training produces high quality 
physicians who practice in primary and specialty care fields. 
Our program of graduate medical education reflects our belief 



C. D. Meyer, DO, Osteopathic Medicine; Past. Present 
and Future; What's Distinctive About Osteopathic Meciiciiv 
(March 1995} (present. at ion tor the Josiah Macy, Jr. 
Foundation) . 

■ IfL- 

Policies and Procedures tor Intern Tiaining, Section 
Vri, D, 1 (American Osteopathic Association, March 1993'. 

"Residency Training Requ i i emoni n of the Am»nican 
t'fsl eopa t hic Assori iti'-n, Fv'.'li'ii I F . F, < . (Am^’i ican 
irsl e.i'p.ithic Assoc i<it ion . July 19 '.*^). 
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Chat all properly trained physicians should have knowledge of 
primary care and specialty care areas in order Co be able Co 
provide complete medical care. This unique program has 
achieved an appropriate balance of primary care physicians 
and specialists. Among osteopathic physicians currently in 
practice, more chan sixty percent are primary care 
physicians . 

While osteopathic physicians have developed and refined 
this educational model over the course of time, the federal 
government plays an essential part in its continued success 
.through funding of graduate medical education. A variety of 
legislative proposals have attempted to address the 
significant questions of how many and what type of physicians 
will be needed in the future.^ Questions of how best to 
fund Graduate Medical Education must be considered as part of 
this process. At present, federal funding is intended to 
faster development of an appropriate number of physicians in 
different practice areas. 

The AOA supports Che government's efforts to encourage 
m.r-- _ physicians to practice in primary care fields. As 
policy is developed, we must hope that osteopathic programs 
receive an appropriate portion of available funds. Without 
continued support for osteopathic training programs, our 
graduate. s will lo.se the benef i C of an osteopathic graduate 
medical education that has been proven to be very valuable in 
meeting health manpower needs. For osteopathic practice to 
survive, the profession must be able to maintain its distinct 
‘Educational program beyond the medical school level. The 
;“\n;ple fact is that osteopathic education requires more Chan 
the medical school experience; complete training in the 
osteopathic approach to medical care requires continued 
application of osteopathic principles and procedures in 
osteopathic postdoctoral training programs. 

The question of how many graduate medical education 
positions should be funded is one issue which this committee 
may consider. Many organizations and individuals have 
recommended that the total number of funded residency 
positions be limited to the aggregate number of osteopathic 
and allopathic medical school graduates. While the AOA 
generally concurs with this position, we believe that the 
r.un.ber of funded GME programs should be designated separately 
and proportionately for osteopathic and allopathic programs. 

DOs comprise a small, but distinct minority of 
pnysicians. If funds for allopathic and osteopathic graduate 
medical education are intermingled, there is some danger 
that, through either deliberate or inadvertent actions, 
-.-.steopathic programs would not receive sufficient graduate 
r.odiral education funds. This would be particularly the case 
if the osteopathic allocation was buried within a single 
al lopathical ly dominated allocation formula. However, if the 
funding is separately earmarked for osteopathic and 
allopathic use, then there is assurance that the necessary 
funds will be available for osteopathic programs, which 
alieady comply with the federal mandate for primary care. 

With a secure and separate source of funds, osteopathic- 
physicians will be able to maintain a complete osteopathic 
medical education system, which produces an appropriate 
{■ i imary care/specialty balance and physicians who bring 
p/ :mary care to areas which sorely need such care. Of 
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course, in order to guarantee sufficient funds, the 
allocation must be in appropriate proportion to the number of 
osteopathic medical graduates. We suggest that in a separate 
allocation system, the number of funded allopathic residency 
programs would be determined based on the number of graduates 
of allopathic medical schools, while the number of funded 
osteopathic postgraduate programs {internships and 
residencies) would be determined based on the number of 
graduates from osteopathic medical schools. 

The AOA proposed the idea of a separate and 
proportionate allocation of funds for osteopathic GME to 
Congress and the Council on Graduate Medical Education 
r’COGME”). In response, COGME concurred with the AOA' s 
suggestion and recommended that funding for postgraduate 
training programs be allocated on a separate basis for 
allopathic and osteopathic physicians . While osteopathic 
and allopathic educational programs both produce complete 
practicing physicians, their respective educational models -- 
from medical school through graduate medical education -- are 
different. By guaranteeing a separate funding allocation for 
osteopathic postdoctoral training programs, Congress will 
help to ensure the continued vitality and viability of 
osteopathic medical care. 

2 . Funding for Graduate Medical Education . 

I would next like to discuss the criteria for funding 
respective Graduate Medical Education ("GME") programs and 
the source of such funds. Currently, there are separate 
formulas for reimbursment of direct and indirect GME costs 
incurred by teaching hospitals. 

Direct GME costs are reimbursed under a formula which is 
based on each hospital's 1984 costs per resident, adjusted 
for inflation.* *’ Since 1984 there have been significant 
changes in graduate medical training, particularly within the 
osteopathic profession. Non-salaried volunteer faculty has 
given way in large measure to salaried faculty. Osteopathic 
programs have grown relative to their allopathic counterparts 
and have consequently incurred additional costs for 
additional faculty, such as program directors and clinical 
supervisors. These costs were already imbedded in the large 
allopathic programs in 1984 and, therefore, included with 
their base year measure. Because most of our faculty salary 
expenses have arisen since 1984, osteopathic programs have 
lost ground relative to the allopathic programs, despite cost 
of living adjustments. COGME is aware of the fact that a 
similar situation exists in the allopathic profession with 
respect to the large academic health centers versus smaller 
teaching institutions. Consequently, both COGME and the 
osteopathic profession are urging that at the very least, f lie 
base year for measuring direct costs be changed from 1984 to 
us current a year as possible in order to take into effect 
actual changes and thereby create a more level playing field. 



‘Council on Graduate Medical Education, Recommendations 
to Improve Access to Healtli Care Through Physician Workforce 
Reform, Fourth Report: to Congress and Department of Health 
and Human Services Secretary (1994) . 

’•Direct Graduate Medical Education (DGME) payments to 
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COGME has also recognized chat the current reimbursement 
formula for direct costs is skewed heavily in favor of the 
large academic health centers for a number of reasons, 
including the ability of the larger institutions to involve a 
proportionately greater number of staff members in the 
cempensated teaching faculty. COGME, therefore, is 
advocating that the current formula, which is based on each 
inscitucion' s actual 1984 costs, be replaced by a formula 
based on a national per resident average cost (possibly with 
regional adjustmencr) . We join COGME in urging this change. 
The updating of the base year and the change to a national 
average will create a fairer and more rational system of 
determining each insti-fucion' s level of reimbursement for 
airect costs of GME programs. 

The adjustment in Che funding of graduate medical 
education should not be limited to the means of direct 
tunding. We also believe chat the system for reimbursement 
of indirect costs of GME should be reformed.-' The present 
for.nula is based in significant part upon Che training 
program's resident - co-hospital bed ratio. Again, larger 
academic health centers have the resources to maintain such 
ratios at a significantly higher level chan their smaller 
counterparts. Again, we and COGME urge that this method of 
:n-=»asur ing indirect costs of GME be replaced by a formula 
employing an updated historic base year experience figure. 

Third, the source of funds for reimbursing the direct 
costs of GME should be addressed. Presently, such funds are 
provided in large part by Medicare/Medicaid and Blue 
Cross/Blue Shield. We =»gree with COGME 's Fourth Report that 
"the direct costs of GME be funded by all third- party payers 
through the development of a national GME funding pool."* *' 
vv’itn Che growth of managed care, it is essential chat managed 
rare groups and all insurers in Che private sector pay their 
fail share of GME direct costs. 

One last topic with respect to funding involves the fact 
that osteopathic teaching hospitals are typically smaller, 
..-oir.munity - or iented facilities. Because of Che current 
funding system's rewards for larger institutions, Che 
osteopathic hospitals have not had Che benefit of elaborate 
resources for payment of faculty and trainees. Yet, 

t eopathic medicine is developing alternatives. Consortia 
hospitals and colleges of osteopathic medicine have 
f-merged in various locations Co expand and enhance graduate 
rr.edical education for training in family medicine, internal 
Tedici!ie and ocher specialties within the profession.'-^ 



■MedicarG Indirect Medical Education ("IME") payments 
L<j each liospical are based on a formula that provides an 
i.-.crease of approximately 7.7 percent in the federal portion 
uf the DRG payment, for each 0.1 increase in Che hospital's 
intern and resident to bed ratio. GAO/HEHS - 94 - 3 3 Medicare 
GME Payment Policy. 
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The trend in many cases is for the consortia to make 
increasing use of ambulatoiy care settings for teaching 
purposes. We believe that the funding programs should 
recognize these consortia on an equal basis and fund them 
accordingly. With proper funding, these consortia will prov*r 
to be extraordinary program.s for the training of another 
generation of osteopathic physicians to provide high quality 
medical care. 

3 . Enrol Iments 

The last issue of Graduate Medical Education that I 
would like to address is the subject of recommended 
enrollments in medical school. The AOA has advocated that 
osteopathic graduate medical education programs be funded on 
a separate but proportional basis with respect to allopathic 
programs. Certain organizations and individuals have gone o:. 
to recommend that the total number of funded residency 
positions be limited to the aggregate number of osteopathic 
and allopathic medical school graduates. 

As I indicated earlier in my testimony, the AOA 
getierally concurs with this position, but notes one 
particular reservation. While some parties have iirged tha- 
the number of residencies should be tied to the aggregate' 
number of students in a particular "base year, " we believe 
that the base year concept is not appropriate insofar as it 
fails to recognize that the osteopathic profession cont i n.ie:. 
to grow and develop. While the number of residency positions 
should be tied to the number of graduates, such measure 
should contain a reasonable provision for growth in such 
numbers . 

Over the past several years, the number of physicians 
graduating from colleges of osteopathic medicine has 
regularly increased,*' in part as a result of federal plans 
developed in the past to expand primary care capacity in thf- 
United States. Use of a base year would not account for 
enrollment growth in osteopathic medical schools and could 
deprive the osteopathic profession of funds needed for the 
education and training of our graduates. With the base yea: 
cap, graduate medical education programs would not have the 
funding to allow for program expansion as the number of 
graduates of osteopathic medical schools grows. In effect, 
the use of a base year would punish the profession that is 
currently producing a proper balance of specialists and 
primary care physicians, which balance is deemed critical -■ i 
reform of the health care system. 

Some additional clarification is necessary with resce.:r 
to the growth of osteopathic medical schools. First, we 
believe that the continuing growth of enrollment in 
osteopathic medical schools serves the nation's needs. 
Osteopathic physicians, with their balance of specialists ana 
primary care and practice in underserved communities, are tL^' 
type of physicians needed in this country. A fair division 
of* federal funds which allocates separate and appropriate 
amounts to osteopathic graduate medical education will 
enhance our ability to expand and improve the postdoctoral 
training component of our educational system. 

Finally, it should be noted that the significar.t giowlh 
1 r. numbci s I'esi dents is not due to growth in pnrc llment. in 
U.S. medical schools so much as tc the nun easing presence of 
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i ntt‘i*nat 2 ona 1 medical school gfaduaces in American residency 
t raining programs. 

Conclusions 

Osteopathic medicine provides a vital component or. the 
i. at ion's health care services. As policy makers attempt to 
eriCO.irage more physicians to enter primary care fields of 
practice and provide services to underserved areas of the 
nation, we point with pride to our history of serving both 
these needs. 

The osteopathic orientation towards primary care 
practices supported by a cadre of well -trained specialists 
and history of providing care in underserved communities are 
not rhe result of a statistical aberration. Rather, these 
goals are fostered through a complete osteopathic educational 
program. An essential component of osteopathic education is 
graduate medical education. The present system of funding 
educational programs has resulted in an inequitable 
distribution of resources. Osteopathic hospitals are 
typically smaller, community-based treatment centers. When 
resources are distributed in accordance with the assumptions 
t resent in an outdated base year and without considering 
factors such as participation in consortia of educational 
institutions, the osteopathic training sites are not provided 
With an equitable share of the resources. Without sufficient 
fut:ding, osteopathic hospitals are not able to improve their 
educational facilities and expand the number of full time 
faculty. If Che base line measure is replaced with a 
national average system of funding and consortia are given 
full rons )derat ion, then osteopathic programs will be put 
onto a level playing field with allopathic graduate medical 
<?ducaf ion programs . 

We believe that growth in osteopathic physicians will 
help CO solve currenc shorcages of primary care physicians, 
nj.iincain an appropriace primary care-specialCy discribucion 
ana provide physicians for cradicionally underserved 
{.■omrnunit ies . In order co assise che councry in meecing these 
challenges, we would suggest that Congress and this committee 
act t.. correct the current imbalances in funding for graduate 
medical education. Specifically, we would suggest that 
''steopat hie graduate medical education programs receive a 
.separate and proportionate allocation of the funds devoted to 
rusLdoctoral education. Funding criteria should be modified 
:n order to consider the participation of programs in 
ccnsorti.i of educational programs rather chan looking purely 
uV hospital size. Finally, we recommend that funding 
rillocacions be m.ade without reference to any base year in 
>?rd'=‘r tc allow for funding to change with the population such 
tunai.ug serves. With proper support for ostec: ithic graduate 
ire.i^cal education, osteopathic physicians will L>e able to 
.'ontinue our history of providing high quality, primary and 
scecialty care medical services. 



Between the and iy9 3 -fM academic years, the 

total I'uinbei oi residents training increased by 12,737 (from 
9b, 3. 17 to 108,064). However, during the same period of time, 
’he I. umber oi United .States Medical Graduates training in 
te<i .states GME progioms only increased by 4,996 {from 
3i\ to 84,307). Thus, in four yeais, rhe percentage of 
ernational Medical Graduates training in United States GME 
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Mrs. Johnson of Connecticut. Thank you very much, Dr. An- 
derson. 

I regret that I was not able to be here for the whole panel. I had 
an amendment on the floor. Those things end up taking a lot 
longer than you anticipate. 

But 1 appreciate your testimony, Dr. Anderson. I had not really 
factored in osteopathic issues, and I do not know whether, when we 
talk about the number of residencies in America, are v/e talking 
about and do we include the osteopathic residencies as well? 

Dr. Anderson. When I speak of funding 110 percent of the grad- 
uates, both osteopathic and allopathic medical schools — and I am 
saying right now we are talking about a total of about 19,000 phy- 
sicians that will graduate ever>' year 

Mrs. Johnson of Connecticut. Does the osteopathic system 
have its own separate residency program? 

Dr. Anderson. Yes, it does. Now there are some osteopathic phy- 
sicians that are in allopathic programs. 

Mrs. Johnson ok Connecticut. Right, 

Dr. Anderson. But there is an osteopathic system of training 
residents, yes. 

Mrs. Johnson ok Connecticut. So you are saying if we look at 
caps, it should be across both systems. If we look at residency posi- 
tions, we should look at residency across both systems. 

Dr. Anderson. That is correct. It should be proportional ir. the 
allocation, recognizing the two separate systems. 

Mrs. Johnson ok Connecticut. Can you accurately factor out 
how much of a resident’s time is devoted to training and how much 
is devoted to service? This is to the whole panel. 

Dr. Anderson. That is very difficult. I would say — and I am a 
medical educator — it would be very difficult to separate that out. 

I could tell you this. The residents themselves would be very 
eager to tell you how much of it is, “scut work” versus education. 
But from an educator’s perspective it is difficult to separate these 
two out. 

Mrs. Johnson ok Connecticut. Also since much of life is scut 
work, it is hard to determine which is training. 

Dr. Jacott. 

Dr. Jacott. I would just like to build on that a little bit. That 
is a question that has been asked for many, many years, and we 
have tried to look at it from every angle, and you add a third com- 
ponent, not just service and education, but then you add research 
as the third piece of the academic mission and try to figure out how 
they sort out timewise. It is very difficult. I have not seen any 
studies that clearly split out that time ratio. 

Mrs. Johnson ok Connectic t. What we are really trying to do 
in government is exactly what the private sector has tried to do. 

What exactly are your cost centers, and how does the money 
flow? How much is research? How much is training? How much is 
service? And what is the Medicare premium? How much of the 
Medicare premium is care for seniors for the patient, and how 
much is subsidy to training, and how much is subsidy to uncom- 
pensated care, and how much is subsidy to the institution, so that 
they can carry on their academic mission? 
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This is something that we have never been very good about 
doing, but it is something that we are going to have to do, because 
I am sure it was said by others as well, but Dr. Anderson men- 
tioned it rnost recently. We are going to have to make change, and 
we are going to have to do that through providing seniors with a 
lot more options, and to provide them with options, you have to 
know what the premium is. 

So any help you could give us as we try to disentangle the dollars 
and the missions would be appreciated. 

Mr. Munson. 

Mr. Munson. Thank you for the question. I am also sorry you 
missed my spellbinding testimony, but that is all right. 

To the contrary, I do not believe that government and Medicare 
are doing just like the private sector. I think you have done a very 
nice job Historically in differentiating the elements of cost that you 
choose to pay for. 

There are five of them: The PPS payment or the DRG payment 
for the actual service rendered; the IME payment to hospitals like 
mine, which recognizes the unique severity and comorbidity that 
the patients bring to our place; the DGME payment, which is a di- 
rect cost of house staff stipends and related costs; disproportionate 
share for those of us that take shares of poor folks; and then 
outliers for patients, for example, those in our burn unit that stay 
for 200 days with huge bums. 

So on the contrary, 1 do not think you are doing what the private 
sector is doing at all. I think you are doing a nice job of identifying, 
accounting for, and then paying segmented parts of the cost of ren- 
dering care to seniors. 

On the contrary, as I said in my testimony, the private commer- 
cial sector is trying to avoid almost all of that societal responsibil- 
ity. 

Mrs. Johnson of Connkcticut. Let my chairman Jump in here. 

Chairman Thomas [presiding]. A brief response to tnat. 

Obviously the payment system grew up in part in response to 
need and part in response to politics. And you are right; the profile 
fits. 

A vision of a teaching hospital, perhaps less so today than ear- 
lier, more so earlier than today — and as you are moving out into 
the community and clinics and stressing — and I came in on the dis- 
cussion between service and training, and my background is as an 
educator as well, and you cannot let the students determine when 
it is happening, because sometimes in a context that you consider 
to be very educational and useful, they consider it to be drudgery. 

And, in fact, we heard earlier testimony, and I believe it to be 
true, that a lot of the training that is necessary is interpersonal re- 
latic:is, dealing with folks who maybe are not necessarily doctors, 
and you need to do that, and that is kind of like a work training 
program, which is almost seamless. You cannot separate it. 

But our problem is that I do not want to dictate how much the 
percentage should be or even get the educational training process 
into a 60 : 40, 70 : 30 game in terms of how we fund it. 

Nor do I think that we can continue the current structure based 
primarily on hospitals running money to those folks on the patient 
profile through the indirect, which really is, I think, as you more 
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accurately described it, is a reward for the profile of the patient 
more than, you know, juSt the teaching structure. 

Then with the disproportionate share, it just makes sense be- 
cause of the urban locations. As I said in my opening statement, 
that is where most of them are. 

But the hospitals are relatively less significant in the new struc- 
ture, and perhaps the profile of the patients and what is being 
done is becoming less simificant, so we have got to make it more 
relevant, and we move that structure, and if that is the case, then 
the old-fashioned funding mechanism needs to change as well. 

To the degree that things remain the same, the funding system 
makes sense. I think our problem is that they are not remaining 
the same, and we have got to figure out a way to begin to shift that 
funding structure that does not produce the Federal Government 
quotas and divisions in the teaching areas and, in fact, rewarding 
some beyond what they should have been rew^arded and not re- 
warding others sufficiently because of the location if we change the 
funding structure. 

So I think we are sensitive to the problem. It is just that it is 
going to be an enormously difficult political problem, which is not 
partisan, by the way. You heard the gentleman from California. It 
is not partisan. It gets into some regional aspects — States, teaching 
hospitals in their States, and the profiles that those hospitals have 
developed, and that if you change the formula, you change the win- 
ners and the losers. 

And so all of that will be entering into our decision, notwith- 
standing the fact that the fundamental basis for funding medical 
education is eroding because hospitals themselves are oecoming 
less the focal point. 

You folks are essential to our coming up with a program that ac- 
tually is better and actually does solve the problem and does not 
exacerbate problems that we either know or do not know about. 

So I apologize for not hearing your scintillating testimony either, 
.but you need to know that wo read all this stuff as well, and I 
thank you. 

Mrs. Johnson ok Connkcticut. Mr. Munson, I know' that we 
are only giving a minute-and-a-half summary of something that is 
much more important than that. But your summary does worry 
me. 

N*'w your comment that the private sector is not taking its soci- 
etal responsibility, it is true that their premiums are focused pri- 
marily on the health costs of the patient they have insured. And 
then, through taxes, they would maintain that they are taking 
their societal responsibilities, send the government the money that 
the government ne(^ls to do whatever government thinks is impor- 
tant. 

Now it may be tliat they ought to bo paying a premium tax di- 
rectly, so that we can fund medical education, and that is not a 
concept that 1 think is beyond grasp or adoption. 

liut to then say that the government is doing a better job does 
worry me terribly, b(‘cause the disproportionate share thing, we 
guess at that. 

Outlieis? Finally after you bent our arms, w'e did acknowledge 
that if someone is in the hospital way beyond what the DKG ex- 
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pected, you might need additional reimbursement. There is still a 
lot of question about whether it is fair to have the outlier kick in 
at day 90 or day 80, but the outlier controversy is real. 

DRGs? You can hardly believe what my constituents think about 
DRGs when they get it. When they come into my office with a Med- 
icare bill that shows that their costs— and I am making up the fig- 
ures— were $1,000, and the hospital got paid $2,500, and they have 
to pay 20 percent of the $2,500 or fix the numbers so that the 20 
percent comes out bigger than the actual payment, this does not 
strike them as rational, as fair, or as real. 

So while the DRG system was a sort of desperate response to 
desperate circumstances on the pare of the government, snd the 
concept of reimbursing on average did help us through a crisis, this 
is not a model that interests me for the future. 

I think for the future we have to get much tougher in the public 
sector. We have to figure t what care is being given and how it 
is being given, or we have to move public recipients of every type 
into the choices the private sector offers. If we do the latter, then 
we have to think about how do we cover those who do not have any 
insurance? How do we pay for medical education? 

But it is that latter debate that really interests me a lot more. 
The current reimbursement structure I consider to be of the same 
ilk of public policymaking that decided that under Superfund we 
were going to charge people to clean up things that they did that 
were completely legal at the time they did them, regardless of 
whether or not they have the money to clean it up now or regard- 
less of whether or not we are going to take all their pension sav- 
ings, their home, their mortgage, their everything else. 

I mean, I do not see the public reimbursement fund structure as 
any model on which to base the future. So it troubles me that you 
would make the comment that the private sector is offbase and the 
public sector is onbase, when I think the reverse is actually my re- 
ality. 

Mr. Munson. OK. You have said a lot, and you have left a lot 
to respond to. 

I did not mean to suggest that the Medicare reimbursement sys- 
tem is perfect or that all the regulations and formulae are perfect. 

On the contrary, what I did mean to iniply is that the various 
elements of reimbursement contemplate important societal con- 
tributions that teaching hospitals make — education, care for the se- 
verely ill and injured, and then the disproportionate share program 
for poor people. 

Mrs. Johnson ok Connkc.ticut. Right. 

Mr. Munson. So all I was saying is that the program, m its en- 
tirety, contemplates some things that are very important to society 
and to teaching hospitals. , 

I do not believe that the commercial managed care HMO prod- 
ucts. albeit, yes, they do pay taxes, hut that does not help offset 
their portion of direct medical education which occurs in our places. 

During my remarks, 1 mentioned the paradox of these same com- 
panies who want to hire one of our products, namely primary care 
doctors. We produce a lot of those. They want to buy them, but 
they do not want to pay the cost of production. Medicare histori- 
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ca% has wanted to pay the cost of production. That is the kind of 
difference I was alluding^ to. 

Mrs. Johnson of Connkcticut. Thank you. Thank you Mr 
Chairman. ’ 

Chairman THOMAS. Just to follow that up, we heard testimony 
earlier that, in fact, the product— it sounds like most of the prod- 
ucts coining out of most schools — the product of primary care physi- 
cians are, in fact, not equipped to deal with the new world of medi- 
cine under managed care. It seems to me that if they are getting 
a product which they cannot use immediately, schools should plug 
them in in an efficient way and have them deal with additional 
training or working on their interpersonal skills with health profes- 
sionals who are not doctors. They might be interested in contribut- 
ing a portion of the education cost to get a product that they can 
use immediately and who has been trained along the lines that 
they believe to be appropriate. 

So I guess as we pursue this, I think you are going to find that 
the marketplace in terms of what it asks for, to fiie degree it asks 
for a product different than is being produced today, is going to be 
asked to pay for the changes in th; ' product. 

And we have begun discussions, and we will continue discussions 
in terms of a fair share pay. 

The easiest way, obviously, is to get a different funding system 
that is broader based. But we discussed that. It is very difficult to 
do politically, and it is very difficult to create a different system be- 
cause of the way in which this one fits circumstances that have not 
completely changed but are changing. 

So we are going to try to do two things, keep the best of what 
we have had and anticipate how we can get those folks who may 
not be paying their fair share or who are complaining about the 
product coming out of the structure, to say: OK, you know, put 
your money where your mouth is, and let us talk about brincfine 
about changes. ^ 

It will be not as perfect as we would like, but there are going to 
be changes made. And I believe you will find that it will be a 
broader-based support for the costs with an expectation that the 
product coming out of it will be more relevant to the needs of the 
marketplace. 

Dr. Jacott. 

Dr. jACorr. I am really delighted, Mr. Chairman, to hear you 
sa}nng that, because we do — those of us in academic health centers 
and in education programs — and my background is family prac- 
tice— and vye do hear a lot from the managed care entities that we 
are not training the kind of person that they want to come out into 
practice. 

On the other hand, we need to Icok at what their expectations 
are. Ji we are just training a triage officer or a gatekeeper, that is 
really not satisfactory either, to provide the kind of care. 

On the other hand, manv of our educational institutions have de- 
veloped within their training programs the kind of information and 
experience that the residents need to g<!t out and practice in a 
managed care environment. 

At the University of Minnesota, in our Department of Familv 
I ractin-, we have our own HMO, and it is basically run by the resf- 
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dents and the residents have come out and they are marvelous in 
managed care, if that is what the managed care people are looking 

But I cannot agree with you more that if they want to say some- 
thing about the product, then they ought to be paying for the prod- 

^^Chai’-man Thomas. Well, but beyond that, I think vve need to 
focus on medical training and education in terms of producing the 
complete product for the marketplace. And we are going to nave a 
panel following you folk, who will be focusing on other aspects of 
health care professionals. And clearly as managed care utilizes 
more and more other health professionals who are not doctors, 
there needs to be a coordination between them. , j 4 .* a 

It makes sense to do more of that during the education and 
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le trained in these centers is 

^Tnd^to^thele^erthat we have too many doctors not of the right 
tvoe and that we need more folks who are not doctors, you can be 

doing the right thing with a shrinking universe °?tC\fnds of 
doing the ri^t thing with a larger universe of all of the kinds ot 

Deoole that we prepare and work with. j .u . • 

^ That is another thing 1 think we need to try to do and that is 
direct the funding, one, to the environment in which it needs to go 
and, two, to the broader population universe which will be nec- 

^^T^mt'is all uncomfortable for everybody, because it is a signifi- 
cant change, foremost in terms of the impact of the changes on t e 

'^°So°’thSlT?^^chIilcnge for all of us. But to the degree that the 
Federal Government is going to fund medical education for the ra- 
tionale being a societal good, then we are going to make sure that 
the product is not misplaced in terms of its emphasis and its need 

"^It^?s^hanVng. And we appreciate your testirnony. And we.ure 
going to move in the direction of trying to provide more realistic 
funding in realistic ways that allow you to produce realistic folk to 
serve in the realistic structure of tomorrow. 

Dr. Anokrson. Could I make just a comment. 

Chairman THOMAS. Certainly, doctor. 

Dr. Anderson. I would certainly hope that the managed care o - 
ganizations would take note of what you have said ’‘elut've to the 
Responsibilities that they should assume. As long as they have the 
strong bottom line orientation that they hav^and there is no de 
manef plS on them-that is, there is a sufficient pool out there 
that they can weed out the doctors that do not have that draining 
i.i managed care-I would like to see a ’•^l.uirenient made of ^ 
who benefit to participate in ^aduate medical enucation. That cer- 
tainly would include the HMOs. . *n j r 

Chairman Thomas. If they are not listening, we will deliver the 

message anyway. j ,i . 

Dr. Anderson. Thank you I hope you do that. 

Second, I think to attempt to dissect out now what PO^ion ot a 
resident’s time is spent in training, we know the elements that go 



ERIC 






121 



into making up the total amount of the payments; I think we 
should look more at the finished product. 

Are we producing — and you made that observation, Mr. Thom- 
as — we should look at the product determine whether or not we 
are producing the kind of physician that we need to meet societal 
needs. 

If we are not doing that, without regard to how much it costs, 
we should stop. We should stop. 

So when I say look at 110 percent funding, 110 percent of the 
positions for our graduates, if that meets the needs, that is where 
the funding needs to stop. 

Chairman Thonlxs. Yes. And a lot of times it is not what, it is 
where. And more and more it is where they are getting it. And I 
would much rather emphasize an open structure, so that you folks 
can get them trained where they need to be trained in terms of re- 
flecting what tomorrow looks like, rather than getting into percent- 
ages that may or may not be education versus training. 

I thank the panel very much. 

Dr. Andki^on. Thank you. 

[Pause.] 

Chairman Thomas. The last panel can now take their place, and 
we have got: Gwendylon Johnson, Kenneth Kalkwarf, and Charles 
Jones. 

As I indicated to the other panels, your written testimony will be 
made a part of the record without objection, and you may proceed 
to educate and inform us as you see fit in the time that you have. 

Ms. Johnson, if you will start, then we will move across to Mr. 
Kalkwarf and then on to Mr. Jones, if you will begin. 

STATEMENT OF OWENDYI.ON E. JOHNSON, M.A., R.N., C., 

MEMBER, BOARD OF DIRECTORS, AMERICAN NURSES 

ASSOCIATION 

Ms. Johnson. Thank you, Mr. Chairman, and members of the 
subcommittee. 

I am Gwendylon Johnson. I am a member of the board of direc- 
tors of the American Nurses Association. Thank you for the oppor- 
tunity to discuss graduate nurse education. 

The American Nurses Association is the only full service profes- 
sional organization representing the Nation’s 2.2 million registered 
nurses. 

We are also testifying today on behalf of the American College 
of Nurse Practitioners, the Association of Operating Room Nurses, 
the Emergency Nurses AssociaMon, and the National Association of 
Nurse Practitioners in Reproductive Health. 

America’s registered nurses deliver many essential health care 
services m the United States today in a variety of settings — hos- 
pitals, nursing homes, schools, home health agencies, the work- 
place, community health clinics, in private practice and in managed 
care settings. 

Because we are there 24 hours a day, 7 days a week, we know 
all too well how the system succeeds so masterfully for some, yet 
continues to fail so shamefully for all too many others. 
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Nursing commends Congress for its increased focus on nurse 
education issues. It is clear that the U.S. health care system has 
an increasingly urgent need for primary care providers. 

Funding must be made available to strengthen advanced practice 
nurse programs and to establish new programs to prepare those 
primary care providers so urgently needed. 

Nurses are well positioned to fill many of the gaps in the avail- 
ability of primary health care services. Advanced practice nurses 
are trained to provide from 80 to 90 percent of the necessary pri- 
mary care ser/ices of the Nation. Advanced practice nurse edu- 
cation includes the preparation of nurse practitioners, clinical 
nurse specialists, certified nurse midwives, and certified nurse an- 
esthetists. These advanced practice nurses are prepared as expert 
clinicians to deliver primary care and other services vital to the 
Nation’s health care needs. 

Since its inception, the Medicare proCTam has paid a portion of 
the cost of training health professionals. Graduate medical edu- 
cation expenditures for nursing education are intended to reim- 
burse a portion of the cost of nurse education to promote quality 
inpatient care for Medicare beneficiaries. 

Thus, Medicare has traditionally made payments to hospitals for 
the training of nurses in hospital-based nurse education programs. 
A majority of these programs are hospital-based programs that 
grant a diploma, rather than a bachelor of science degree that is 
granted by most university-based nursing education programs, or 
an associate degree granted by community colleges. 

As the need increases for community-basea and primary care 
providers, nursing will be forced to expand the number and capac- 
ity of its graduate level education programs. These programs do not 
currently receive Medicare funding. 

In order to quickly expand the number of these expert clinicians, 
there must be an increased Federal commitment to graduate nurse 
education, a commitment not subject to the uncertainties of the an- 
nual appropriations process. 

We urge this committee to redirect a portion of the annual Medi- 
care funds currently being used to reimburse diploma nursing edu- 
cation over a 3-year phase-in period to graduate nurse education 
programs. 

However, since there is also a continuing need for 4-year BSN- 
prepared nurses to play a variety of critical roles in the evolving 
health care system, we believe that the current Medicare funds re- 
imbursing hospitals for those programs must be maintained. 

We also believe that funding must be available to the 72 existing 
programs offering what is termed an “RN to MSN” program. In es- 
sence, these are accelerated nursing education programs that en- 
able diploma and associate degree nurses to become master’s pre- 
pared and hence, better able to meet the primary health care needs 
of the Nation. These programs allow for a readily available pool of 
skilled health care professionals to become educated as advanced 
practice nurses in a short period of time. 

A ^aduate nurse education program would help many graduate 
nursing students who are currently attending school part time due 
to financial constraints to become full-time students. 
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The current cost of obtaining a nurse practitioner education is 
similar to students pursuing master’s degrees m other subjects^ A 
division of nursing study estimated that the average cost about 
$34,000 per graduate. A large portion of graduate nursing student 
programs are in clinical practice. Some certi^ng exams reamre 
thafthe nurse spend one-third of his or her education in the class- 
room and two-thirds in clinical practice. 

Advanced practice nurses currently tram in a variety of set- 
tings-hospitels, skilled nursing facilities, home health agencies, 
nurse managed care centers, ambulatory care facilities, HMOs, 
nublic health departments, and community health centers. 

^ Therefore even as advanced practice nurses are training for 
their degrees, their services are being utilized in providing "'ach 
needed health care services to patients. However, nursing pro- 
grams and students currently incur the cost of the support of the 
clinical training in the advanced practice nurse education, despite 
the fact that these students are providing direct health care similar 

to many modical residents. , , , j n j. ' 4 .* 

Fun/s should be available to rturses to help them defray tuition 
and fees and provide student stipends, as well as reimburse the 
costs for faculty supervision at the clinical site. 

Mr Chairman, we commend you and the other members of the 
subcommittee for holding this bearing on ^aduate medic^^^^^ 
nurse education and for working so diligently to find solutions to 
the health care crisis. We appreciate this opportunity to share our 
views with you and look forward to continuing to work with you 
as you develop solutions to this critical problem. 

Again, thank vou very much. 

IThc prepared statement follows:! 
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TESTIMONY OF GWENDYLON E. JOHNSON 
AMERICAN NURSES ASSOCIATION 

Good morning, Mr. Chairman and Members of ihe Subcommittee. I am Gwendyloii 
Johnson, RN, a member of the Board of Directors of the American Nurses Association.! 
am here today on behalf of the American Nurses Association (ANA), the only full- 
service professional organization representing the nation’s 2.2 million registered nurses, 
including staff nurses, nurse practitioners, clinical nurse specialists, certified nurse 
midwive.s, nurse educators, nurse managers and certified registered nurse anesthetists 
through its 53 state and territorial nurse associations. 

I am also testifying today on behalf of the: American College of Nurse Practitioners, a 
group of nurse practitioner organizations who advocate for universal access to basic 
health care and the removal of barriers to consumer access to nur.se practitioner care; 
Association of Operating Room Nurses, Inc., the profes.sional association of perioperative 
nurses representing 47,600 members who are all registered nurses specializing in care of 
the patient undergoing surgical and other invasive procedures; Emergency Nurses 
Association, a voluntary membership association of nearly 21,(X)0 professional nurses 
committed to the advancement of emergency nurse practice; and the National 
Association of Nurse Practitioners in Reproductive Health, a national non-profit 
membership association representing nurse practitioners who practice in obstetrics, 
gynecology, family planning, reproductive endocrinology and infertility whose purpose is 
to assure the availability of quality reproductive health services. 

We appreciate the opportunity to testify on graduate nurse education. Wc have long 
advocated for high quality, affordable health care for everyone in this nation. America’s 
registered nurses deliver many of these essential health care services in the United States 
in a variety of settings - hospitals, nursing homes, schools, home health agcncic.s, the 
workplace, community health clinics, in private practice, and in managed care .settings. 

As the health care delivery system continues to evolve rapidly in the coming scars, it is 
crucial that all available health care profe.ssionals be fully prepared to deliver essential 
primary care services. To meet the increa.sing demands on our health care system, 
funding must be guaranteed to strengthen existing advanced practice nurse education 
programs and to e.stablish new programs to ensure an adequate supply of the.se primary 
care providers. 



Nurses are well -positioned to fill many of the current gaps in availability of and access to 
primary and preventive health care services. Advanced practice nurses are registered 
nurses who are nurse practitioners, clinical nurse specialists, nurse mid-wives or nurse 
anesthetists who have obtained specialized formal education and training beyond the 
education that prepared them to initially become a registered nurses (beyond the four 
year Bachelor of Science degree). In most cases, advanced practice nurse education 
results in a miLstcr's degree. 

Advanced practice nurses are trained to provide from 80 to W percent of the necessary 
primary care services of the nation. Primary care services include: preventive care and 
screening, physical examinations, health histories, basic diagnostic testing, diagnosis and 
treatment of common physical and mental conditions, prescribing and managing 
medication therapy, care of minor injuries, education and counseling on health and 
nutrition issues, minor surgery or assisting at surgery, prenatal eare and delivery of 
normal pregnancies, well-baby care, continuing care and management of chronic 
conditions, as well as referral to and coordination with specialty caregivers. 

Of the 2.2 million registered nurses in the United States, approximately 13M, 117 are 
considered advanced practice nurses with this type of advanced education and most are 
trained to provide primary care scrvKcs. Some advanced practice nurses arc speciali/cd 
in ttLsks that are complimentary to {) rimary care. (i.e.. certified registered nurse 
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ancsthciibis administer anesthetics for patients, including intravenous sedations and some 
clinic nurse specialists (CNS) specialize in such clinical areas as cardiology, oncology, 
stoma care, although other CNSs provide direct patient primary care services such as 
mental health coun^eling and gerontological care. With this advanced education, many 
State legislatures have expanded the scope of practice of advanced practice nurses to 
include such things as prescriptive authority. Furthermore, Federal health insurance 
programs [i.e.. Medicare and Medicaid in certain cases. Federal Employees Health 
Benefits Program (FEHBP) and CHAMPUS in all cases] directly reimburse advanced 
practice nurses for their services. 



CURRENT NURSING EDUCATION FUNDS UNDER JVtEDlCARE 

Since its inception in 1965, the Medicare program has paid a portion of the costs of 
training health professionals. Graduate Medical Education (GME) expenditures fm 
nursing education are intended to reimburse a portion of the costs of nurse education to 
promote quality inpatient care for Medicare beneficiaries. Thus, Medicare has 
traditionally made payments to hospitals for the "training" of nurses in hospital-based 
nurse education programs. A majority of these programs are hospital-based programs 
that grant a diploma rather than a Bachelor of Science degree that is granted by most 
univensity-based nursing education programs, or an associate degree granted by 
community colleges. Medicare reimburses hospitals based on a formula payment for a 
portion of the cost of these hospital operated nurses education programs including 
classroom and clinical training. In cases where the hospital acts as the training site, but 
the educational program or institution is separate (but with a wTitten joint venture 
agreement with the hospital), only the clinical training costs are reimbursed under 
Medicare. As of 1989, no new jointly operated programs have been eligible for 
Medicare reimbursement. In 1991, Medicare provided approximately $174 million to 
hospitals in support of nursing education costs, and these payments were estimated to 
increase to $248 million last year. In 1991, 144 hospital diploma programs received the 
majority of this Medicare graduate medical education (GME) funding. Despite this 
funding source, diploma nursing programs are rapidly disappearing. In 1965, they 
numbered over 800, but in 1994 only 112 programs remained. The numbers are even 
more dramatic when examining the relative numbers of total nurses educated through 
the diploma program. In 1965, 77 percent of all registered nurses were trained in 
hospital operated dipl ma programs; by 1990, less than eight percent of all nurses were 
trained in this manner. Nurse education has shifted almost entirely away from the 
hospital-based settings to community colleges and universities. 

Medicare reimbursement for nursing diploma programs is also centralized in certain 
regions of the country -> six states (Pennsylvania, Illinois, Ohio, New Jersey, New York, 
and Massachu.setts) received 50 percent of the available funding. 

Since the enactment of Medicare, dramatic changes have occurred in the field of nurse 
education. For example, the financing of nurse education has shifted away from 
hospital-based diploma programs sponsoring students to the students and their families 
bearing the brunt of the cost of a higher education nursing program. Furthermore, the 
Ukus of eduealional control has shifted from the hospitals to the educational institutions 
granting four and six year degrees. For the most part, hospital based nursing programs 
do not produce primary care providers, but rather these primary care practitioners 
graduate from four-year BSN programs and advanced nursing educational programs. 
Advanced practice program.s for nurses has increiLsed dramatically in the past decade. 
'Hterefore, nursing finds that the primary Federal support for nurse education Is based 
on an outmoded payment .system reimbursing those nurse education programs that arc 
least likely to be able to help meet the growing need for more primary care and 
community-based health arc providers. 
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Furthermore, Medicare funds for nurse education are not uiinely targeted for this 
intended purpose, but can be diverted to a hospital’s general revenue pool and 
distributed in a variety of manners based on the institution’s internal budgeting 
processes, 

THE NEED FOR A GRADUATE NURSING EDUCATION PROGRAM 

As the need increases for community-based suid primary care providers, nursing will be 
forced to expand the number and capacity of its graduate level education programs. 

These programs do not currently receive Medicare funding. In order to educate 
adequate numbers of skilled advsmccd practice nurses who provide high quality and cost- 
cffcciivc services to Medicare recipients, there must be a reliable revenue stream that is 
not subject to the uncertainties of the annual appropriations process. We urge this 
Committee to redirect, over a three-year phase-in period, a portion of the Medicare 
funds currently being used to support diploma nursing programs in hospital institutions to 
programs that educate advanced practice nurses. However, since there is also a 
continued need for four-year BSN prepared nurses to play a variety of critical roles in 
the evolving health care system, we believe that the current Medicare funds reimbursing 
hospitals for those programs should be maintained. 

We also believe that funding must be available to the 72 existing programs offering what 
is termed an "RN to MSN" prograrr. In essence, these arc accelerated nursing 
education programs for diploma or a.\sociatc degree nurses to become master’s prepared 
and hence, better able to meet the primary health care needs of the nation. These 
programs allow for a readily-available pool of skilled experienced health care 
professionals to become educated as advanced practice nurses in a shorter amount of 
time. 

A graduate nurse education program would help many graduate nursing students who 
are currently attending .school part-time due to financial constraints to become full time 
students. The current cost of attaining a nurse practitioner education is similar to 
students pursuing master’s degrees in other areas of study. A 1994 I_£win-VHI study 
commissioned by the Health Resources and Services Administration, Bureau of Health 
Professions, Division of Nursing estimated that the average cost of nurse practitioner and 
certified nurse midwife programs per student year is $15,591. The average costs for all 
nurse practitioner programs are $17,544 per student year and $34,096 per graduate. 

A large portion of a graduate nursing student's programs are in clinical practice. Some 
certifying exams require that the nurse graduate spend one-third of his or her advanced 
nurse education in the classroom and two-thirds in clinical practice, although in most 
cases, the classroom and clinical studies are integrated through the graduate student's 
curriculum. In other worth, ceen as advanced practice nurses are training for their degrees, 
their services are utilized in providing much needed health care sendees to patients. 



Recent research by Linda Aiken. PhD, RN, FAAN demonstrates that hospitals have not 
increased employment of nurses enough to offset the increase in acuity, so nurses are 
W'orking under greater pressure to provide critical health care services to acutely ill 
patients. While employment in the hospital sector increased 33 percent during the 1980s 
and positions for nurses also increased by over 200,0(X) FPEs between 1980 and 1992, 
RNs and LPNs exhibited the slowest growth of any occupational category in the hospital 
workforce. Further, many of the new RN positions were in administrative or other non- 
clinical roles. C'onscquently, nurses represented a smaller share of the hospital 
workforce at the same time that patients in the ho.spitals were sicker than in previous 
years; this increiising need for acute health care services fell mostly on the nursing 
personnel. 
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Chairman Thomas. Thank you very much, Ms. Johnson. 
Dr. I^lkwarf. 



STATEMENT OF KENNETH KALKWARF, D.D.S, DEAN, DENTAL 
SCHOOL AT THE UNIVERSITY OF TEXAS HEALTH SCIENCE 
CENTER AT SAN ANTONIO, TEX., ON BEHALF OF THE AMER- 
ICAN DENTAL ASSOCIATION AND THE AMERICAN ASSOCIA- 
TION OF DENTAL SCHOOLS 



Mr. Kalkwark. Thank you very much for the opportunity to tes- 
tify today. 

My name is Ken Kalkwarf. I am dean of the Dental School at the 
University of Texas Health Science Center at San Antonio, and I 
am here today on behalf of the American Dental Association and 
also the American Association of Dental Schools. 

It is my pleasure to discuss the need for continued and expanded 
Medicare support for graduate dental education. For almost 30 
years. Medicare payments for CTaduate medical education have 
been vital to meeting the dental health personnel needs and en- 
hancing the quality of care for Medicare beneficiaries. 

The Association^ first recommendation is for the continuation of 
GME funding for hospital-based graduate dental education pro- 
grams. 

Dental residents trained in hospitals have always been counted 
in GME funding. It is critical that this support continues. GME 
funding for dental residents is essential to meet the oral health 
needs of Medicare beneficiaries. 

There are many oral health conditions that must be addressed 
prior to medical treatment of the elderly, the disabled, or the medi- 
cally compromised. Bacteria from untreated oral infyctions com- 
plicate management of systemic disease and compromise success of 
medical therapy. 

The hospital-based dental programs at my institution tram re.si- 
dents in general dentistry, pediatric dentistry, and oral and maxil- 
lofacial surgery. The residents within these programs provide con- 
sultations for and treatment of patients receiving chemotherapy, 
head and neck radiation, organ transplants, joint replacement, and 
cardiovascular surgery, as well as providing consultations for pa- 
tients with infections or chronic diseases. 

In these GME-supported programs, dental and medical rcsidcnl'; 
learn to work together as primary team providers. 

The Association’s second recommendation is that dental residents 
be included in direct GME inflationary updates. This would correct 
a current inequity. In the direct GME formula, primary care dental 
residency programs do not receive inflationary updates. Without 
these updates, it becomes difficult to sustain primary care dental 
residency programs. 

Dentistry has few alternative sources of revenue. Many dental 
residents pay tuition for their postdoctoral primary care training. 
As a result, primary care dental residents may have educational 
debts greater than their medical colleagues. The excessive debt 
burden discourages some students from even applying for 
postdoctoral training. 

The Association’s third recommendation is that GMh funding be 
extended to cover nonhospital graduate dental programs. Only 
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graduate dental programs located in teaching hospitals currently 
receive Medicare, direct GME, and IME support. This ignores the 
fact that substantial training takes place outside of the hospital. 
Dental residents at outpatient clinics provide a significant amount 
of uncompensated care to elderly and low-income patients, but 
these programs do not receive GME funding. 

We urge the committee to consider providing Federal support to 
all accredited postdoctoral dental education programs, including 
those providing only outpatient care. 

Mr. Chairman, we want to emphasize that oral health is an inte- 
gral part of total health, and oral health care is an integral part 
of comprehensive primary health care. Therefore, graduate dental 
programs are a vital part of meeting the Nation’s health care 
needs. 

However, hospital dental pro^ams and dental school clinics have 
unique financial problems which make delivering this care difficult. 
Federal reimbursement for dental services is extremely limited. As 
a result, hospital dental programs and dental school clinics have 
become a safety net” for patients without insurance or resources 
to pay. 

Unfortunately the increasing amount of unreimbursed dental 
care provided by these training programs puts them at serious fi- 
nancial risk. 

A recent Institute of Medicine report recognized the valuable role 
of CTaduate dental training and its perilous financial situation. 
Medicare, DME, and IME are sources of ongoing support for these 
residency programs. Any significant reduction in direct GME or 
IME support will cripple the Nation’s dental training infrastruc- 
ture. In fact, without Medicare GME support, many hospital-based 
dental residency programs would close due to the high cost of train- 
ing, unreimbursed care costs, and the lack of other funding mecha- 
nisms. 

In summary, we recommend: First, continuation of GME funding 
for hospital-based dental education programs; second, inclusion of 
dental residency proCTams in the direct GME inflationary updates; 
and last, extending GME coverage to nonhospital graduate dental 
proCTams. 

Through such a partnership with Medicare, these proerams can 
continue to play their vital role in meeting the Nation s primary 
health care needs. 

Thank you. 

(The prepared statement follows:] 
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TESTIMONY OF KENNETH KALKWARF. D.D.S. 
AMERICAN DENTAL ASSOCIATION 



Thank you Mr. Chairman and Members of the Committee for the 
opportunity to testify today on behalf of the ^J®^^can Denial 
Association and its 140,000 members. I am Dr. Kenneth Kalkwat . . 
Dean of the Dental School at the University of Texas Health 
Science Center at San Antonio. 



The ADA endorses the goal of the committee ^odevelop a relevant 
and long-term policy on the role of Medicare in the support of 
health professions education. For almost thirty years, Kedi a 
oavments for graduate medical education have been vital to 
oeettnYth^hLlth manpower needs of our country whUe enhancing 
the quality of care for Medicare beneficiaries. Since 
beginning of Medicare, dental residency train^g has 
this funding mechanism.- It is essential, we believe, that this 
assistance he continued. Our views on this important issue are 
based upon three fundamental propositions: 

11 A direct link exists between a financially sound 

graduate dental education system and the provision of 
oral health care to the elderly, disabled, medical ly 
compromised and other special need populations; 

2) Graduate dental education rests upon a fragile 
economic base ; 



3 ) 



Alternative sources of financing do not exist. 



These factors compel, we believe, an adequate and predictable 
level of federal support through Medicare direct and indirect 
graduate medical education funding. 

Before addressina more specific issues and recommendations with 
regard to Medicare and Graduate Medical Education ^ 

would like to briefly describe the nature of oral 

provided to patients in these dental residency training programs. 

Treatment of dental caries (decay) in children was the . 

predominate concern of dentists in the past. Today, a r 
of advances made in preventive oral health care i ?heir 

four decades, an increasing number of people are retaining their 
teeth for a lifetime. This change in the natuie of dental 
disease requires today's dentists to master a broader range of 
treatments and to understand the implications ^ „ 

increasing number of medical conditions and ' 

the oral health of patients, especially ® ' 

there is growing recognition of the importance Ov P 9 

medically necessary oral health care. 



Dental caries and periodontal diseases are bacterial infections 

which, like pneumonia and other bacterial diseases, q .. 
treatment. Oral cancer is more common than P®°P^®yJ^^reated 

and kills more people each year than cervical 
dental diseases cause millions of hours of lost 
impede employability. Oral health affects general health and 
irLtment of dental diseases is often a medical necessity. 

For adults without dental coverage or the means to 
teaching hospitals and dental school clinics serve as a dental 
"safety net". As in medicine, the hospital emergency room 
often the major source of oral health care tor 1 . 

dentists and dental residents m hospitals serve 
function, and unless there is a dentist available, p 
dental problems will be given only temporary relief “-the 
underlying problem, still untreated, will resurface at 

^lental staff m these hospitals also provide numerous 
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consultations, mostlv unreinbursetl, 
health care needs. 



on nedically necessary oral 



Medical t y . J<gg£ssary_Qr.al iieai^h. .Core 

condor population, there are many oral health 

^ addressed prior to medical treatment. 

care is a direct result of, or 
impact on, an underlying medical condition. It 
^are directed toward control and/or elimination of pain, 
reestablishment of function. There are a variety 

oLl conditions that can be complicated where 

oral health is not properly attended to. 



For those receiving radiation therapy, a dental 
abscess or infection frequently becomes 
uncontrolled and destroys the surrounding bone or 
even the jaw itself, leading to mutilation and 
sometimes death. Rampant decay is a common 
complication due to the destruction of the salivary 
glands. ' 



Bacteria from oral infections can spread 
through the blood stream and attach to heart 
valves of those with congenital or acquired heart 
defects and to other prosthetic replacements in 
patients. This results m death fifty percent of 
the time. 



For diabetics, any infection can be life 
threatening, because the infection exacerbates the 
diabetes and precludes control of elevated blood 
sugar levels. in this context, it is important to 
remember that periodontal diseases and dental 
caries are the most common infections in adults. 

with a bleed iicorder, gingival (gum) 
Oleeding can be lire threatening. Persons at risk 
Include hemophiliacs and those with HIV disease. 

Renal transplant patients, those on chemotherapy, 
and anyone with an inmune def iciency are 
Vulnerable to the uncontrolled progression of the 
herpes simplex virus irever blisters). The virus 
can spread to the brain and spinal cord in those 
who are inmunosuppressed . when uncontrolled, this 
often results in death. 

For patients on chemotherapy, oral infections can 
spread unchecked through the blood stream because 
of the absence of natural defenses. Mouth 
infections are the most common infections in 
chemotherapy patients and are therefore a major 
cause of life threatening disease in these 
patients . 



Lnf ortunate 1 y , 
reimbursements 
Because Medical 
than mandated, 
and most of the 
very limited re 
considering eli 
economic situat 
State would be 
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many of the above services are provided wil 
from federal fundings or any other sources, 
d dental services foi adults are optional rather 
some states provide no dental coverage for adults 
I remainder provide only emergency treatment or 
■storative services. in addition, more states are 
mnating adult dental services as the country's 
;ion continue-, to strain state budgets. New York 
an example. 
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Under Medicare part B, the dental care covered is extremely 
limited (essentially limited to treatment of traumatic injuries, 
oral pathology, and jaw surgery). Hospital dental programs 
cannot rely on Medicare patient revenues to support the programs. 
As a result, dental residency programs, which serve both the 
training function and a necessary patient care fu.nction, often 
provide free care because oral health services are rtot 
reimbursed . 



Training for dental school graduates at the postdoctoral level 
(after dental school graduation) takes place at both dental 
school clinics and teaching hospitals. The programs that are 
relevant for discussion of Medicare DGME and IME are the eight 
recognized dental specialty programs and General Dentistry 
residency training programs. In 1993, the first year enrollment 
for all of these programs was 2,447, representing sixty five 
percent of the dental school graduates for that year. Unlike 
medicine, there are not enough dental residency positions for all 
dental school graduates. 



The postdoctoral programs and their first year enrollment figures 
for 1993 are as follows; 



Type c .' Program* 


1st Yr. Enrollees 
{ 1993 ) 


Length cf Training 
(years ) 


Dental Public Health 


17 


1 or 2 


Endodontics 


155 


2 


Oral Pathology 


B 


3 


Oral Surgery 


213 


4 


Orthodontics 


266 


2 


Pediatric Dentistry 


173 


2 


Periodontics 


1B8 


3 


Prosthodontics 


201 


3-4 


General Dentistry 


1 ,224 


1“2 



* A "J^eserXp^on of the various reslcl^cy programs i ^"appended. 



General Dentistry training programs provide a one to two year 
clinical and scientific experience which provides residents with 
additional expertise in various dental specialties and hospital 
dentistry. General Dentistry residents learn to care for the 
oral health needs of those requiring specialized or complex care, 
such as the handicapped, developmental ly disabled individuals, 
high risk medical patients, and those with infectious diseases. 

As a result, graduates of these programs refer to specialists 
less often, which is critically important in rural and 
underserved areas. Eighty seven percent of those trained in 
General Dentistry residencies remain in primar/ care practice. 

In 1993 , there were 1,224 first year enreUees in these proar.»r.s, 
but demand remains high as twenty t * ve p ! cent of the applicants 
were turned away. 

Dental residency training also differs thysician training in 

that approximately one half of all poslcio.. -e located in 

dental schools; the other half are in hospiL^ . Dental school 

clinics are not eligible for Medicare DGME f-inding. Of hospital 
dental training sites, only non-VA, non-DOD ieaching hospitals 
receive DOME support. in 1993 approximately forty four percent 
jf all postdoctoral dental residency training positions took 
place in hcspitaln supported by Medicare DGME and IME funding. 

What does this mean in terns of federal support? One of the 
recommendations of the Institute of Medicine's recent study cl 
dental education f'*Dental Education at the Crossroads”, released 
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January 17, 1995) directly addresses postdoctoral dental training 
policy; 

"The Committ.ee recommends that postdoctoral education m a 
general dentistry or specialty program be available for 
every dental graduate, and that the goal be to achieve this 
within five to ten years, and that the emphasis be on 
creating new positions in advanced general dentistry ..." 

(Recommendation 7 ) 

The Association would support the establishment of additional 
positions sufficient to meet need or demand. 

Because Medicare DGME and IME funding provides for ongoing 
maintenance of these programs, continued inclusion of dental 
training in these formulae helps to maintain the hospital-based 
postdoctoral training positions that currently are provided. The 
Association also supports funding for start-up costs of such 
programs. This is critically important In assuring comprehensive 
care to patients and to the availability of a workforce able to 
meet the broad spectrum of patient needs. 

Medicare DGME and IME: Impact on hental Education and Meed fid 
Improvements 

Given limitations in oral health care coverage described earlier, 
it is clear that patient care revenue is not sufficient to 
support dental residency training programs. Significant support 
from a host institution is required, and even the Medicare GHE 
and IME that teaching hospitals receive can only meet a portion 
of the total costs. 

While Medicare DGME and IHE funding streams currently flow to the 
teaching hospital administration rather than directly to 
residency training programs, their continuance is vitally 
important to dental programs. If the dental residency training 
position "counts in the formula", there is less financial 
pressure from the hospital administration or threat of program 
closure. Often, directors of dental residency programs can 
point to much offsetting funds in making the case for 
continuation of their programs. These programs are often in a 
deficit situation absent such DGHE/IME support, due to the 
indigent unreimbursed oral health care that is provided. 

A 1994 survey of Medicare GHE and IME's impact on 235 hospital 
dental training found that thirty percent have been threatened 
with closure due to financial hardship. These Medicare funds 
help the programs to continue despite an average thirty two 
percent shortfall in revenues to expenses. 

Medicare Direct GHE (DGME): DGME payments are based on a formula 

of full-time equivalent (FTE) residents multiplied by a per 
resident dollar amount and then multiplied by the proportion of 
hospital inpatient days used by Medicare patients in the 
particular hospital. Since the beginning of Medicare, hospital 
dental training has been part of this funding mechanism. 

Under HCFA regulations, the GHE formula counts a full-time 
resident for the time spent in a basic training period plus one 
year ( basic training period means the time required to be 
eligible for board certification). The regulations make an 
exception for General Dentistry residencies, so these primary 
care residents are counted in the formula even though the 
training is not required for board certification (Fedora* 
Register, September 29, 1989, p. 40294). The other basic 
training periods (plus one year) for dental residencies are: 
EnUo-3 years. Oral Path-4, OMFS-5, Ortho-3, Pediatric-3, Perio-4, 
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Prosth-4, Prosth Max- 5. Only nospitai-supporceo ueriuai 
education programs receive this Medicare payment. Dental school- 
based residencies are not part of this reimbursement formula. 
Offsite residents can also be counted if the hospital incurs al,./ 
or substantially all of the costs of such training. 

Medicare Indirect Medical Education (IME): As the Committee is 

aware, the IME adjustment is provided to teaching hospitals to 
compensate for factois that increase their costs, such as a more 
severely ill patient population, severity of cases and weakness 
of the DRG system .in recogni?ing this, and operating costs 
associated with education programs. As with Direct GME, IME 
payments .are only made to teaching hospitals^, and dental 
residents in hospitals count in the formula.' 

There is movement toward having more training take place in 
outpatient or other ambulatory care settings. Innovative dental 
programs have been established at some hospitals, where dental 
residents rotate through community health centers. OBRA '93 
allows resident.s in community health centers to be counted under 
IME if the residents are under the hospital's ownership or 
control and the hospital incurs all or substantially all of the 
costs of services furnished by interns and residents. Therefore, 
it is important for dental residents to continue to count in this 
formula. The ADA encourages expansions of General Dentistry 
training sites. These sites provide primary dental care to the 
unserved and underserved population. It is not possible to 
promote training in the ambulatory care setting without dental 
residents in the formula. 



Problems and ReT cfflllwndi^tions : 

While continuation of current Medicare DGME and IME funding is 
vitally important for dental education, there are two additional 
issues of concern that should be addressed; 



(1) Dental programs do not receive an inflationary update under 
DGME; and 

(2) Dental school -based residency programs receive no DGME 

support . 

The Budget Reconciliation law of 1993 (OBRA 1993) defined primary 
care residencies as family medicine, general internal medicine, 
general pediatrics, preventive medicine, geriatric medicine, or 
osteopathic general practice. This medical-only definition 
reflected a goal to steer more physicians into primary care. me 
law provided that only these primary care residency positions 
would receive an annual inflationary update of the per residency 
amount in the Direct GME formula. 

Unfortunately, this completely overlooks the critical primary 
health care role played by dental residents. For most Americans, 
the primary care team includes a physician and a dentist. i 
either is unavailable, the patient has an access problem, as 
treatment of the entire body must include the oral c^vicy. me 
incomplete definition of primary care used for the 
update was taken from a Public Health Service training definition 
explicitly limited to a medical loan program. In fact, 



■The citation tor inclusion of hospital dental 
Medicare DGME is: 42 CFR (Code ot Federal Regulations) ^ 4U.86, 

referencing 40t>.022 (a). 

'The cit.ition .s « CFK I. 412.1'JV (qinUM, referencinq (, 
4o‘. . S22 ( a ) . 
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contemporaneous report language acconpanyinq the 1992 

health protessions programs shows that the 
p?acticl? dentistry as a primary care component of 

receipt of Federal scholarship 
completion of primary care training programs 
and the practice of primary care . . . After graduation from 
allopathic or osteopathic schools of medicine or dental 
school, the individual must enter general dentistry 
practice, or will have five years to complete a residency 
program in either family medicine, general pediatrics, 
general internal medicine, or general dentistry." 

The recent lOM report on dental education specifically states 

Strategic Princl^lls" th^t 

kIo integral part of total health, and oral 

integral part of comprehensive health care, 
including primary care," 

Further, if gme policy is further modified to "weiqht" or re- 
"primary" care, use of this same 
definition %fould cripple the dental residency training 
infrastructure of this country. 

While policymakers may be pleased to know that dental education 
does not have such a specialty oversaturation problem as in 

congress not adopt policies that might 
disrupt the balance that has been maintained, and we urge support 
for development of generalists. ^ 

At the very least. General Dentistry and Pediatric Dentistry 
residency training should be included in any primary care funding 
preference because they are the dental parallel to family 
medicine and pediatric medifine. oral and maxillofacial surgeons 
? primary care roie when they are the only dental ^ 
supported * hospital, and their training programs should be 

committee to correct the inflation 
t^t to any other funding preferences 



our second recommendation js to correct the ineguity that has 
long existed under Medicare DGME. by extending support to dental 
school -based residency programs. This would recognize the role 
that dental school-based residents play in treating underserved 
populations, including low income and elderly patients. A recent 
preliminary study of dental school clinics prepared for the 
American Association of Dental Schools (AADS) found that the 
median household income of clinic patients was $13,800 -15.600 
per year, with two-thirds reporting a household income of $20 COO 
^i^hteen percent of the patients were age 65 and over. 
^DS estimates that over 600,000 Medicare eligible individuals 
are treated each year in dental school clinics. it Is sensible 
federal policy for Medicare to pay its fair share of these 
training costs. 



EdJ-ition ot tfw \ion:an Dental Ass>:iatiw eust.M 
.j^-aqe .roi the Hedicire statute anj re<Tuiitions CFP i Th* r-un:.J on >ntal Elucauon .nc 

.:nqer ipfrives proqrais. In l?'b tfie Couissjon on Dental Arcreditatjon CD* o-taie »ue a'-editirq a'en*, 
.:r lentai, tert post<lo:tora;. an} aiLej lentai edu/atio? froqrais. 
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For federal health professions training policy, the ADA 
recoanends that Hedicare's DGHE support be expanded to all 
accredited postdoctoral dental programs. 

Thank you Mr. chairman for your consideration of the 
Association's recommendations. I would be pleased to answer any 
questions at this time. 
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Chairman Thomas. Thank you very much, doctor. 

Dr. Jones, if you would allow us to catch this vote and then come 
back, we would be pressed if we gave you the full time for your tes- 
timony, and I want to, so if you would allow us, the subcommittee 
will stand in recess until we hurry back. 

I Recess.] 

Chairman Thomas. The subcommittee will reconvene. And, Dr. 
Jones, you may proceed. 

STATEMENT OF CHARLES L, JONES, D,P,M,, PRESIDENT, 
AMERICAN PODIATRIC MEDICAL ASSOCIATION 

Mr. Jones. Thank you. Mr. Chairman, members of the sub- 
committee, I am Charles Jones, president of the American 
Podiatric Medical Association. 

As one who has devoted much of his professional life in 
postdoctoral podiatric medical education, I welcome this oppor- 
tunity to appear before this subcommittee today on the subject of 
graduate medical education, a vision for the future. 

It is my purpose, Mr. Chairman, to acquaint the subcommittee 
with podiatric’s role in GME and why continued Federal participa- 
tion in ^aduate medical education is vital if high-quality health 
and medical services are to be maintained and strengthened. 

Since January 1, 1973, following the Social Security amendments 
of 1972, postdoctoral residency programs in podiatric medicine and 
surgery have benefited from both direct and indirect GME pay- 
ments under Medicare. Based on our best available information, we 
estimate that as of November 1994, 210 teaching hospitals with 
800 residency slots in 29 States and the District of Columbia re- 
ceived Medicare payments for the direct costs of these programs. 

Additionally, 46 VA hospitals and 3 military hospitals addition- 
ally train 160 podiatric medical residents, although these training 
programs are funded by those Federal agencies, not Medicare. 

Suffice it to say that we believe very strongly that podiatric med- 
ical residency programs must continue to have access to funding, 
including access to any new funding mechanisms that ultimately 
replace or supplement that currently in effect under Medicare. 

Among other things, completion of an approved residency pro- 
gram is now seen as an essential component of training of a doctor 
of podiatric medicine. A 1992 resolution adopted by the American 
Podiatric Medical Association house of delegates, for example, 
makes clear that colleges of podiatric medicine should prepare their 
graduates for entry-level postgraduate study, not for entry-level 
practice. 

Equally important, an increasing number of States have begun 
to require a minimum of 1 year postgraduate education or resi- 
dency for licensure as a doctor of podiatric medicine. As of 1994, 
35 States imposed such a requirement. 

The basis for any change in GME financing schemes begins with 
the well-known fact that there are considerably more allopathic 
medical residency positions than there are graduates of U.S. 
schools of medicine with these excess positions being filled by for- 
eign medical graduates. 




O 

nr 




139 



« 






For example, the Council on Graduate Medical Education has 
suggested limiting the number of residency positions to 110 percent 
of the number of allopathic medical school graduates. 

In the case of podiatric medicine, however, there are no foreign 
medical graduates. Since to practice in the United States one must 
have had to successfully complete a course cf study at one of the 
seven U.S. colleges of podiatric medicine. 

Hence, the profession’s longstanding goal has simply been to pro- 
vide an adequate number of residency positions to accommodate all 
graduates of its colleges. This goal was finally achieved in 1991. 

But as recently as 1988, there were only enough residency train- 
ing positions to meet the needs of about 69 percent of the podiatnc 
medical college graduates. And this year we again expect to tall 
short of being able to fulfill about 10 percent of our postdoctoral 
training program needs. 

Thus, unl^e allopathic medicine, there are no excess residency 
positions, and the positions which do exist are filled by graduates 
of U.S. colleges of podiatric medicine. 

A second premise some employ in debating the need to alter 
graduate medical education payment schemes is that there are too 
many allopathic and osteopathic physicians. 

The Council on Graduate Medical Education has spent consider- 
able time and effort attempting to document physician supply and 
demand and identifying the types of allopathic and osteopathic 
physicians expecting to be in an oversupply in the coming years. 

In contrast, the Council on Graduate Medical Education has not 
examined the supply of and demand for podiatric physicians. In 
fact, no government body has determined that an excess supply of 
doctors of podiatric medicine is in the offing. o • 

In 1981, the U.S. Department of Health and Human Services es- 
tablished an ideal ratio of 6.2 podiatric physicians per 100,000 pop- 

Much more recently the Bureau of Health Professions of the U.S. 
Public Health Service contracted with the National Center for 
Health Statistics to obtain baseline data on foot care needs in the 
general population. This was done as part of a 1990 national health 
interview survey. 

In comparison, podiatric physicians accounted for 4.5 percent ot 
all medical and surgical services provided to Medicare patients by 
all physicians in 1991. Doctors of podiatric medicine, in fact, pro- 
vided the majority of foot care services needed by Medicare bene- 
ficiaries, and this population continues to increase about 2 percent 



In conclusion, Mr. Chairman, the Association does not envy the 
difficult but necessary task this committee, indeed, has The Con- 
gress faces encountering the Nation’s enormous debt and its 
mounting annual deficits. Sacrifices, we know, will be required of 
each of us if these larger issues are to be successfully addressed. 

But if future generations of Americans are to be guaranteed ap- 
propriate access to well-trained physicians, it is absolutely essen- 
tial that we maintain and stren^hen our medical education sys- 
tem, including its residency training component. Postdoctoral resi- 
dency training, including its supervisory component, requires sub- 
stantial time and commitment and must be compensated. 
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The American Pediatric Medical Association believes that all 
third-party payers, including Medicare, should proportionally share 
the cost of supervision and related educational costs. This is abso- 
lutely essential to help ensure high-quality patient care and to pre- 
serve high-quality postdoctoral training. 

Thank you. 

[The prepared statement follows:! 
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TKSTIMONV OF CHARLES L. JONES, DPM 
AMERICAN PODIATRIC MEDICAL ASSOCIATION 

Mr. Chairman, Members of the Subcommittee: 

I am Dr. Charles Jones, President of the American Podiatric 
Medical Association, and a. private practicing podiatric physician 
in Chicago, Illinois. As one who has devoted much of his 
professional life in post doctoral podiatric medical education, I 
welcome this opportunity to appear before this subcommittee today 
on the subject of Graduate Medical Education (GME) — A Vision for 
the Future. It is my purpose, Mr. Chairman, to acquaint the 
subcommittee with podiatric medicine's role in GME and why 
continued Federal participation in graduate medical education is 
vital if high quality health and medical care services are to be 
maintained and strengthened. 

Podiatric Medicine and QME 

As you noted in the press release announcing today's hearing. 
Medicare has since its inception reimbursed teaching hospitals for 
the program's share of costs for the training of physicians and 
other health professionals. But it was not until the Social 
Security Amendments of 1972 that podiatric physicians became 
eligible for Medicare's GME benefit. Since January l, 1973, post 
doctoral residency programs in podiatric medicine and surgery have 
benefited from both direct and indirect GME payments stemming from 
Title XVIII. Based on our best available information, we estimate 
that as of November, 1994, 210 teaching hospitals with 800 

residency slots in 29 states and the District of Columbia received 
Medicare payments for the direct costs of these programs. 
Additionally, forty-six Veterans Administration hospitals and three 
military hospitals additionally train 160 podiatric medical 
residents, though these training programs are funded by those 
Federal agencies, not Medicare. 

Suffice it to say that we believe very strongly that podiatric 
medical residency programs must continue to have access to funding. 
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including access to any new funding mechanism that might ultimately 
replace or supplement that currently in effect under Medicare. 
Among other things, completion of an approved residency program is 
now seen as an essential component of the training of a doctor of 
podiatric medicine. For example, a special consensus panel 
convened in March, 1992, by the Liaison Committee on Podiatric 
Medical Education and practice concluded that "One year of 
'postgraduate' training is necessary to enter either the private 
practice of or advanced specialty training in podiatric medicine." 
Further, a 1992 resolution adopted by the APMA House of Delegates 
makes clear that colleges of podiatric medicine should prepare 
their graduates for entry level postgraduate study, not for entry 
level practice. Finally, an increasing number of States have begun 
to require a minimum of one year postgraduate education or 
residency training for licensure as a doctor of podiatric medicine 
(DPM) . As of 1994, 35 States imposed such a requirement. 

Restructuring 0K£ Flnenclng 

The basis for any change in GHE financing schemes begins with 
the well known fact that there are considerably more allopathic 
medical residency positions than there are graduates of U.S. 
schools of medicine, with these "excess" positions being filled by 
foreign medical graduates. For example, the Council on Graduate 
Medical Education (COGME) has suggested limiting the number of 
residency positions to 110 percent of the number of allopathic 
medical school graduates. 

In the case of podiatric medicine, however, there are no 
foreign podiatric medical graduates, since to practice in the 
United States one must have successfully completed a course of 
study at one of the seven U.S. colleges of podiatric medicine. 
Hence , the profession ' s longstanding goal has simply been to 
provide an adequate number of residency positions to accommodate 
all graduates of its colleges. This goal was finally achieved in 
1*191; but, as recently as 1988, there were only enough residency 
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training positions to meet the needs of about 69 percent of 
podiatric medical college graduates. But this year we again expect 
to fall short of being able to fulfill about 10% of our post 
doctoral training program needs. Thus, unlike allopathic medicine, 
there arc no "excess" residency positions; and the positions which 
do exist are filled by graduates of U.S, colleges of podiatric 
medicine . 

Assuring a match between the number of residency positions 
and the number of podiatric medical college graduates has been 
complicated somewhat, due to a decline in the applicant pool, by 
relatively recent fluctuations in first year enrollments in the 
nation's podiatric medical colleges. For example, while first year 
enrollments gradually rose throughout the first half of the 1980 's 
to peak at 815 in 1986, the number of such students had declined to 
563 by 1990. Of note, the Seventh Report the President and tJtie 
Congress qu the Status qX. Health Personnel in the United statfis, 
March 1990, argued that one reason for the declining enrollments 
was "applicant awareness of an insufficient number of residency 
slots to accommodate graduates." 

A second premise some employ in debating the need to alter 
graduate medical education payment schemes is that there are too 
many allopathic and osteopathic physicians. The Council on 
Graduate Medical Education has spent considerable time and effort 
attempting to document physician supply and demand, and identify 
the types of allopathic and osteopathic physicians expected to be 
in under - or oversupply in the coming years. 

In contrast, the Council on Graduate Medical Education has not 
examined the supply of, and demand for, podiatric physicians. In 
fact, no government body has determined that an excess supply of 
doctors of podiatric medicine is in the offing. In 1981, the U.S. 
Department of Health and Human Services established an ideal ratio 
of 6.2 podiatric physicians per 100,000 population. This ratio was 
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developed as part of the Health Professions Recjuirenent Model, a 
Federal econometric study. In comparison, the actual 1991 ratio 
was about 5.0 podiatrlc physicians per 100,000 population. 

Much more recently, the Bureau of Health Professions of the 
U.S. Public Health Service contracted with the National Center for 
Health Statistics to obtain baseline data on foot care needs in 
the general population. This was done as part of the 1990 National 
Health Interview Survey. This survey of 46,476 households, 
comprising 119,631 individuals, found that one of every six 
Americans suffered from foot problems in the twelve months 
preceding their interview and one of every sixteen Americans deemed 
their problem serious enough to consider getting professional care. 
However, more significantly, only 55 percent of those who 
considered their foot problem serious enough to warrant 
professional care actually received such care. Of these, 47 
percent were seen by a doctor of podiatric medicine for an 
estimated total of more that 14.5 million patient visits. 

In comparison, podiatric physicians accounted for 4.5 percent 
of all the medical and surgical services provided to Medicare 
patients by all physicians in 1991. Doctors of podiatric medicine, 
in fact, provide the majority of footcare services needed by 
Medicare beneficiaries, and this population continues to increase 
by about 2 percent each year. For example, in 1991, doctors of 
podiatric medicine performed 98.5 percent of nail debridements, 
82 . 3 percent of hammertoe operations, 72 . 5 percent of 
bunionectomies , and 55.4 percent of rearfoot surgery required by 
Medicare beneficiaries . 

The third premise underlying proposed changes in graduate 
medical education financing and related initiatives is that there 
are too many specialists and not enough primary care practitioners. 
While podiatric medicine is not included in the list of primary 
care specialties cited in a variety of Federal statutes, the 
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reality is that doctors of podiatric medicine "often serve as the 
entry point into the health care system for patients with systemic 
diseases that manifest themselves by symptoms in the feet," as 
emphasized most recently in the Eighth Report Congress oq pe^jth 
Personnel in the United States , published September, 1992, by the 
U.S. Department of Health and Human Services. Doctors of podiatric 
medicine also provide a large number of primary care services (as 
defined in section 1842(i) (4) of the Social Security Act). In 
fact, evaluation and management services accounted for about 24 
percent of the Medicare allowed dollars paid to doctors of 
podiatric medicine in 1991. Further, the Health Professions 
Education Assistance Act , when reauthorized in November, 1988, 
specifically^ included support for new primary care residency 
trailing programs in podiatric medicine. Ten such programs were 
initially funded, under which about 44 residents are being trained 
each year. Finall>, among the three recognized specialty boards in 
podiatric medicine is the American Board of Podiatric Orthopedics 
and Primary Podiatric Medicine. 

In short, it would appear that two of the premises underlying 
proposed changes in graduate medical education financing — excess 
number of residency positions and practitioner oversupply — do not 
apply to podiatric medicine. The third — the need for more primary 
care practitioners--may have unique impl ications in the case of 
doctors of podiatric medicine. We believe that policyma)cers should 
be mindful of these distinctions as they weigh the need to alter 
support for graduate medical education. 



CONCLUSION 



To conclude my testimony, Mr. Chairman, the Association does 
not envy the difficult but necessary task this committee, indeed, 
the Congress, faces in countering the Nation's enormous debt and 
its mounting annual deficits. Sacrifices, we )cnow, will be 
required of each of us if those larger issues 
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successfully addressed. But if future generations of American are 
to be guaranteed appropriate access to well trained physicians, it 
is absolutely essential that we maintain and strengthen our medical 
education system, including its residency training component. Post 
doctoral residency training, including its supervisory component, 
reguires substantial time and commitment and must be compensated. 
The APMA believes that all third party payers, including Medicare, 
should proportionately share the costs of supervision and related 
educational costs. This is absolutely essential to help ensure 
high quality patient care and to preserve high quality post 
doctoral training programs. 
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Thomas. T>>anK you, Dr. Jones. You indicated that 
their training in other Federal funded pro- 
StiTn stScture?" through the graduate medical edu- 

Mr. JoNKS. In the V.A. hospitals and the military 

voartZH^eU?'^’*' i"- 

th“ugh^,oK'diJrorVAf^^^^^^^ “» 

Chaimian Thomas. A rough percentage? 

Mr lULKWyujK. Approximately half of dental residents will be 
provided training through some sort of Federal support, about 44 
percent through GME funding, a small percentage of DOD and VA 
then the other half are funded privately ’ 

well, less than 10 percent of 
th^e that get to Federal funding come into those other programs 
Ms. Johnson. Approximately. 

Chairman Thomas. So the bulk come from GME funding 
nw! supplying this graduate medical education funding 

S^a^tLIly^"'^ ’ ^ 

j thrust of your statement that there are not enough resi- 

^ should give more money so 

that there would be more slots? ^ 

are not enough podiatric residency slots for all 
the current graduates. And, of course, then you fall into quality of 
proOTam. We have, the profession quality or 

Chairnian Thomas But if we pui more money into it, does that 
then prodiice more slots? If someone is controlling the determina- 
tion of who gets what slots, and there are not enough- slots now 
why IS adding more money going to produce the slots’ 

Mr JoNKS. It would not necessarily do that. We have spent the 

^°spita!s to the direct and indirect 
^■Imbel” Medicare, and that is how we have increased the 

Thomas. That is my connection. We have got to work 

on the lolks who are writing prog'-ams 

Mr. JoNKS. That is ri.r^ht. 

of?hod™?r,t'Ii‘3*c— »oth 

Mr. JoNKS. That is correct. 

Chaiman Thomas. Now in relation to that, v/here do you folks 
tal. in this moveinont toward managed care? Is there— is dentistry 
being incorporated as part of that? 

It would seem to me that if you have a managed care program 
with a decent preventive care program, dentistry is going to be a 
kev part of that. Am I wrong? 

Mr. lUhKWAUF. No. In certain parts of the country, managed 
care is starting to play a role. In other parts, it is not. It is lagmng 
behind the medicine managed care model thaJ we are seeing pro 
grossing throughout the country 
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You know, it is our premise that we need to tram indmduals in 
dental education and the general practice programs and the dental 
specialty programs to be able to function within a managed care 
rnarket, as well as the private market also, because we are going 
to have a mix in the future obviously. 

[The following was subsequently received;! 
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Washington Office 



April LO, 199b 

The Honorable william Thomas 
Chairman, Subcommittee on Health 
Committee* on Ways and Means 
1136 Longworth House Office Building 
Washington, D.C. 20515 



Dear Chairman Thomas: 

The American Dental Association appreciates the recent 
opportunity to testify before the Subcommittee concerning 
future support for Graduate Medical Education. 

During the course of the March 23 hearing, you asked several 
important questions regarding dentistry and managed care. The 
issues raised are timely and relevant to the debate on healta 
system reform. Your inquiry is particularly appropriate as 
individual States seek to convert their Medicaid programs into 
capitated systems. 

The purpose of this letter is to briefly expand upon our 
responses provided at the hearing. We hope the following, 
additional information will be of vcilue to the deliberations of 
the Subcommittee. 

Denti stry and Managed Care 

The Association believes that Congress must understand and 
accommodate the significant differences between medicine and 
dentistry as it addresses the issue of managed care. Dental 
disease is chronic, progressive and destructive. It is also 
almost entirely preventable through regular examinations and 
early interception. Americans saved nearly $100 billion in 
dental care costs during the 1980's through the profession's 
emphasis on preventive oral health measures. Managed care in 
the capitate<l model is designed to respond to and treat medical 
diseases; conditions which are generally episodic, but also 
potentially life-threatening and catastrophic in cost. 

A basic element of managed care is the gatekeeper. This 
concept is designed in part to "guide" the patient through the 
maze of physician specialty and subspeciaJty care. By 
contrast, HOI of dental services are provided at one site by 
one primary care practitioner. 
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Dentists, of whom over 80% are primary care providers, already 
as gatekeepers for the patient when referrals are 
necessary , 

Most telling, however, is the underlying incentives in the 
managed care model to limit utilization. This is a consequence 
of a financing system which — absent deductibles, copayments and 
other out-of-pocket expenses — often insulates the patient from 
economic decisions regarding health care services. 

Gatekeepers, limited choice of practitioners, designated sites 
for care and lower, capitated reimbursement rates for 
participating providers can serve as the cost-containment 
mechanism by creating barriers to patient care. 

In contrast, the traditional f ee-f or-service dental model is 
cost-effective because it (1) encourages patient visits to 
Pirgvgnt oral disease and allow early therapeutic intervention, 
and (2) involves consumers directly in the cost of dental care. 
Today's patients pay almost 83 percent of the national dental 
bill out-of-pocket. The result is, at once, a dramatic rise in 
the oral health status of those who receive regular dental care 
and a steady decline in expenditures for dental services as a 
percent of total health care spending. 

The American Dental Association respectfully requests the 
inclusion ot this letter in the formal hearing record of March 
23, 1998. 



Sincerely 




Director 

Washington Office 
DM:SK:klp 
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Chairman Thomas. A.T^d do you think you would be helped if 
there was a clear focus on a bank of specialists available to back 
up the gatekeepers in their decisions as to which path an individ- 
ual should take in terms of whether or not it is, first of all, mental, 
physical, and then whether or not dental would assist? 

1 would assume that to the degree we have the opportunity to 
fall back on — in fact, rely on — second opinions, if you will, within 
the managed care structure, that you folks would then be seen to 
be more valuable than you would otherwise. • v • j 

Mr. KaucwarF. One thing we have to remember is that in den- 
tistry, as compared to medicine, the majority of our practitioners 
are general practitioners; 80 percent of them are general practition- 
ers. So we do not see the same type of mix in the relationship on 
the dental side that we do on the medical side at this point in time. 

Chairman Thomas. But when I say "specialtv,” I really mean 
specialty as dentists versus others, and that perhaps some of that 
dental work might be necessary to deal with, you know, sympto- 
matic relief rather than others. ^ . . . 

\^at about podiatric medicine? How is that fitting in in man- 
aged care? , ^ -i. r 

Mr. JONKS. Throughout the United States, there are quite a few 

podiatrists on panels and in managed care. But proportionally, they 
are really squeezed out. And they are especially squeezed out if the 
managed care organization has financial incentives to the primary 
care physician, because they do not refer, no matter what. 

I have attended several meetings where now the pnmary care 
physician is expected to treat most of the common medical condi- 
tions— I am not talking about just feet— for at least two or three 
or four visits until they are assured that they need other triage. 

Well, if you are going to keep the patient for three or tour visits, 
the average practitioner outside is not going to get that patient at 

Another thing that they are doing, another wrinkle that is com- 
ing is that the family practice people are hiring physician assist- 
ant’s and nurse practitioners to administer the more common care, 
billing at a lower service code, and that lowers the cost. 

So there are many factors out there that are afTecting the ability 
of the ordinary practitioner to participate in managed care. 

Chairman THOMAS. But you are not opposed, are you, to someone 

♦ who is adequately professionally trained to perform a service, that 
if it is not necessary to have a medical degree to perform, that they 
ought to be allowed to perform it, are you? 

Mr. JONKS. As long as it is quality work and you are not, you 

* know, going to endanger the patient. 

Chairman THOMAS. Of course. , . .i.- i r 

Mr JONKS. I think there are concerns now, and I think some ol 
the panelists this morning said that the primary care physician is 
not trained in all the conditions. And the tv maged care organiza- 
tion is suggesting that they go back for a mini-residency, so that 

they are more adept at treating these things. 

And I think you will see that medically, legally, they are going 
to make some mistakes, which would be normal, and as soon as 
they lose — as far as podiatry, as soon as they lose a TOuple of legs-— 
and a leg now is worth about $1 million here in the States- 1 think 
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there will be, you know, really some concerns about what they are 
doing. 

Chairman Thomas. OK. I was going to try to move, then, over 
to Ms. Johnson, because clearly their concern is that there are a 
number of things that can be done by professionals in the health 
care industry that are not allowed to be done or historically have 
not allowed it to be done because of the historical role of the doctor. 

But I ^ess, Ms. Johnson, my question to you is: Why should we 
elevate the training of these folk when we have in certain areas — 
and I gxiess anesthesiologists would be my best example — why 
should we take some of these folk and give them advanced training 
in anesthesia when we already have anesthesiologists who are out 
of work? 

And it seems to me that in moving this structure, you move this 
way, you have got folks who are getting better training if you had 
room for those folks who move up. But you do not; they are out of 
a job. 

Why should you not just as easily move in this direction and 
have doctors performing functions that historically doctors tend not 
to perform, because they would not have a job otherwise? 

And frankly my goal is to push ends this way and provide more 
folk in that edging between doctors and health professionals in 
more of that managed care setting that can perform more. 

And I think your goal is similar to theirs in terms of finding slots 
and educational positions for these people who can pursue this ad- 
vanced training. 

In the Medicare area, what percentage — ballpark, if you do not 
have it fairly precisely — or give me some general feeling of the pro- 
portion or percentage of Medicare patients that receive their care 
from these advanced practice nurses. Do we know? 

Ms. Johnson. In terms of percentages, it would be difTicult for 
me to even “guesstimate.” 

I will tell you a large percentage of advanced practice nurses pro- 
vide gerontological care. We focus a lot in terms of our primary 
care — our transition to managed care has probably been easier in 
some aspects because we have always focused on prevention and 
health maintenance, so-called wellness care, as opposed to always 
focusing on illness care. 

So when you talk about the fact that, for example, with reg- 
istered nurse anesthetists, someone mentioned earlier that the 
largest percentage, somewhere in the neighborhood of about 80 per- 
cent of anesthetic services in rural areas where there is a great 
need for care, is provided by nurse anesthetists. 

I think there is enough work, enough care needs, given our Na- 
tion’s status related to health care at this point, that a collabo- 
rative approach that involves all of us — and I think you mentioned 
this a while ago — is the most cfFoctive way of approaching it, as op- 
posed to saying one discipline needs to do it all, and others do 
none. 

Chairman Thomas. Then if you have got doctors who arc out of 
work, but they choose not to move where the work is, and the 
nurses do, that is a decision in the marketplace. 

What about home health care? Is that an area that looks to you 
folks as a really growth market? 
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Ms. Johnson. As a matter of fact, one of the things that we are 
focusing on in nursing is the fact that a lot of health care is moving 
from the hospital into the community. 

In listening to the comments of nurses, one of the reasons that 
the BSN-prepared nurse and the advanced practice nurse are such 
critical pieces to health care delivery is that a lot of their focus is 
on moving that health care from the hospital into the community 
and into home health, into the workplace, into familiar community 
settings that make it easier to ensure access to health care. 

Chairman Thomas. And not only the traditional caring and sup- 
portive role, but the manipulation of various devices, infusion and 
others, which I think is a kind of a natural fitting. If you are going 
to have somebody drop by the home, they are going to have to have 
a degree of that training. 

Ms. Johnson. It certainly is more cost effective, yes. 

Chairman Thomas. Yes, yes. Does the gentlewoman from Con- 
necticut have anything? 

Mrs. Johnson ok Connkcticut. I appreciate your testimony. 

And hearing in the context of our responsibility to better fund 
medical education the spectrum of training situations that we have 
to be certain that the new system will meet, I think your testimony 
is evidence of how hard it has been to break into the existing sys- 
tem, and really at what risk, your training where it has broken 
in — to what degree it still is at risk, particularly in a period in a 
change. 

So I think your testimony will be very useful to us and is further 
proof that we need to have a more uniform systemic approach to 
fostering the development of medical knowledge amongst practi- 
tioners and enabling the system thereafter to better integrate 
skilled practitioners into systems of care that can deliver appro- 
priate and affordable care. 

And I appreciate your testimony today. 

Chairman THOMAS. With that, 1 want to thank the panel for your 
patience as well. The information was very, very helpful to us. 

And the subcommittee stands adjourned. 

[\^ereupon at 1:35 p.m., the subcommittee was adjourned.! 

[Submissions for the record follow:! 
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American Osn.opAimc IlMtrHCARE ASMKiArios 



Statement of 

THR AMRRICAN OSTEOPATHIC HRALTIK'ARI- ASSOC! A l ION 
I‘or the Record of the March 23, 19^)5 Hearing 
on Graduate Medical Education 
Subcommittee on Health. Committee on Ways aitd Means 
U.S. House of Representatives 



The American Osteopathic 1 lealthcarc Association represents osteopathic hospitals and related " 

institutions nationwide. Seventy percent of our member hospitals sponsor one or more graduate 

medical education (GMR) programs. We are vitally concerned vvith GME training and bclie\c it 

is essential that Medicare continue to support it as competitive pressures drive third-party 

payments downward, thus virtually eliminating whatever support the private sector has 

heretofore implicitly provided for graduate medical education 

We believe that osteopathic GME programs are especially worthy of support and that hann to 
them would be a loss to the Nation. Most of these programs are community-hospital based. 

‘Hicy train generalist (as well as specialty) physicians in the type of environment in which the\ 
will eventually set up practice rather than in a distiuit tertiary-eare medical complex. Our 
programs turn out a high proportion of primary care phvsieians NearK 00 percent ot osteopaths, 
physicians practice in prinian' care fields. And osteopathic physicians are more likeh than then 
Ml) counterparts to practice in underserved areas. 

We believe that, ideally, all those who pay for health care services should explicitlv contrihutv 
toward the cost of graduate medical education, but we recogni/e that an all-payer approach is h.*'. 
likely to be part of whatever incremental health care refonn the (‘ongress will adopt in the ne.u 
future. Therefore, we assume that the issue now is w’hat Medicare's fKiliev toward (iMI! will he 
during a period when it is necessary to make signifieiuit reductions in Medicare program cost. 

Recognizing that the area of graduate medical education will not escape budget cuts, we believe 

that the cuts should respond to physician workforce concerns. A major problem is an overall 

excess supply of physicians. I'rom the sUuidpoint of both workforce policy and Medicare com 

control, there is cause for concern regarding the continuing increase in the total number of 

residency positions that Medicare is supporting. Hie C'ouncil on ( iraduatc Medical Education 

(('O('iMIi) has recommended an annual limit on the number of first-ye.ir residency positions 

equal to 1 10 percent of the number of medical school graduates (allopathic and osteopathic). If 

this recommendation vvere applied to Medicare funding, it would produce significant savings 

over present policy, which provides financial support for whatever resideiicv positions are * 

actually filled ♦ 

It is important to reaigni/.e that international medical graduates (INK is) nuke up a ntajoi p.iii oi 
the increased number of rcsidcnts-in-training. I'or 1993-94. lM(is were about .'^9 percent ol 

residents For 1990-91. they vvere about 30 percent. It is time to recognize spccilieallv that the f 

large numbers of international medical graduate.^ is a problem lor physician workforce poliev and 

lor Medicare payment policy. One way to respond would be to limit Medicare support to 1 10 

percent of medical school graduates and to specify that the additional 10 percent is for IMGs 

Room would be provided for 100 percent of .American graduates. Without this specification. 

limiting the overall number of .supported positions might mean depiiv ing some American 

graduates of training positions while providing them to IMCis. There is little reason to do that. 

since we know that the quality of American medical school training and its graduates is 

universally high, which can not be said with the same confidence regarding lM(is and their 

training. In imposing a 1 10 percent limit. Medicare would be acting as a prudent puichaser and 

vvimld he doing so in a way that Is consistent vvith the physician workforce needs of the Nation 
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Wc also encourage the Subcommittee to consider three GMl: policy changes that make sense and 
that can be accomplished within an overall policy of spending reduction 

* Indirect medical education adjustment: Consider redesigning the adjustment to 
eliminate the tie to inpatient beds, a tic which seems inappropriate as both the appropriate 
site of care, and the training needs of residents, move to outpatient settings. 

• Adjusted average per-capita cost (AAPCC): Redefine the adiustnicnt. used to 

i calculate payments to Medicare risk-basis HMDs, to remove from the area cost figures 

the cost of graduate medical education. Bv and large. lIMOs arc not supporting GMl 
programs and assuming that they do produces excessive payment. 

\ ' • Direet medical education base year: Pcr-rcsident amount. s derived from the costs each 

institution had in 1984 arc becoming increasingly outdated and inappropriate. I'or 
osteopathic training programs, the 1984 base year produces serious inequities. 

Osteopathic hospitals in 1984 relied much more heavily on volunteer faculty than they do 
today. Novv they need to make much greater use of paid facultv and they need to prov ido 
competitive stipends for physician trainees. Use of the 1984 base period makes this 
difficult, since it takes no account of the relatively greater expenses that osteopathic (i\U 
programs now incur. Wc have consistently urged, in testimony before public bodies such 
as COGME and the Physician Payment Review Commission, that this problem be 
addressed and we again recommend that per-resident amounts he based on an adjusted 
national average of pcr-rcsidcnl costs. 

I hank you for the opportunity to present the \ ievvs of the .American Osteopathic 1 leahlu aic 
■Association. 
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tkstimonv of AMERICAN psy('H()L()(;k;ai. assoc iation 

PsychoIoi;tsts as Health Professionals 



The Amcriciin Psycliologiail Assocsiition lAPA) is ihc largest scicntiiic and protossioiial 
organization representing psychology in the world. APA's iiiLmbcrship ineludcs more than 
132,000 researchers, educators, clinicians, consultants, and advanced .students. AP.*\'s niission 
is to advance psychology as a science and profession and also as a means of promoting human 
health and welfare. Psychologists study human behavior and experience and appl\ that 
knowledge to .solving human problems. As an association. AP.A has a long history of 

involvement m social policy related to human behavior and tnimaii we hare Besoiid their histone ] 

role in ba,sic research on human bchasior. psychologists represent a signilieunt force in the 
provision of health care services to the public 

►Psychologists provide outpatient sersiees for nienul health conditions, and lt»r 

general health conditions with a significant hehasioral coinpoiiem. iti conmiumts ^ 

agencies. he:dlh niaimenance oream/anoris. sehnoi systems, mental health centers, 
counseltng centers, and indepenuent individual and grvinp praciices 

►Psychologists provide inpatient services m munieipul sen mgs sucli as federal, 
state, county, ;md cil) hospitals, as well a.\ at private mental hospitals. 

►Psycliologisi.s also serve on the staff of psjcliiatric units in general hospitals 
►Psychologists provide liaison services to medical units in general hospitals, since 
many physical conditions are stress related, have a significant hcfiavior.d 
conipoheiit. or benefit from as.-iistaiiee with psvchoUigical interventions 

►Psychologists work m residential ticatincnt centers and in reliahilitation centers, 
as well as in many corpvirate settings that provide inent.i! he.ilth nr diug and 
alcohol services to employees. 

Consumers of psychological services melude iiidiv idiuls. J.iimhcs. piihlie .md piiv.iie 
orgam/Jtioiis. employers, msiitutioiis. .md third p.irty p.iyers 

The purpose ol this testimony is to describe how ps\Lhi)li 'gists iuii\ ii-m .,s pimi.iry s.ne piovuleis 
and to explain why p.sychologisis are essenti.d to the provisjui: nj ipi.ilns ».oinpre[iensive iK.ilih 
care throughout nur nation Accordingly, it is entic.il ih.it psyeholngists he mk hided m the 
.Medicare (Iraduate Medical lidueation (CiMl-.i piogr.ini 

PsychutogLsU a.s Primary Care Providers 

Psychology, ns the science of hmnan behavnir. serves a critical role m prumotiiig healih. 
prcvemiiig disease and assessing .md ire.iiing illness Noi oiiK do psyehoh 'gists diagnose and 
tre.it recogiii/ed mental he.iltli problems, they are esseiiii.:! in treating the cognitive, emoiinii.d 
and heh.ivioial ;L>pects of many general health problems 

Many patients who visit .1 physician Jii so because oi ssinpioins thev li.ive developed .is an 
expression of psychological distiess (.Snbel. .Sympionis siidi .is depressum. .mxiety. 

he.idache. and exhaustion, .ire among the most common le.isoiis jut a visit 10 the ductoi •• and , 

all of these eoiiditioiis .iie lesponsive t'' hi li.iv lor.d lie.ilth mterveiittoiis Imiced. m chmc.il ^ 

practiec, at leiLst of patients who see a physiei.m may h.ive lonihtums Uii winch no 

pliys-.cdogical OI organic cause is tniiiid after rouime mvestig .111011 t Wilson. 

Most imijor healih prohleins ■■ heart disease, laiieer. high blood piessuie. stroke, and duihetics , 

- aic caused by laetors w Inch require hiopsyeliosocial iinervcnnons (('Ml I.S. I'AMi .Suicesslul 

lie.iltli care requires iiitervenlun at both the liiulogieal and the heliavioral aspect*. Both the 

.Surgeon Ueneial and the Institite of Medicine have ohseived that h ol ihe ID leading causes ni 

death in the United States which .iccomii foi fiO'i of all mortality, aie. in ptirt. behaviorally 

determined Psycliology. as the scienee ol behavior and hehav lor dninge. is uniquely posiin-ned 

to omti ihiile to the solutions ol these eliromc health probieiiis i<)liiiedn. l‘>‘Mi 

.A tiumherol rcsearehcis have shovsn that psychologual mteiu'iitum can lonlrihuie sigmlic.iiiily 
I" both psycholoj'ie.il and phssieal he,iltli oiitioini's in p.ilieiiis with c.iiicei iImvv/v. |')o**i 
.Avar;' .i| the I'eiielils ot these ps\i hi'soi i.il iliri.ipei.lu iiiiei ventioiis. tovl.iy's p.ihenls ti|u*ii 
s|iesitk'all\ lequesi such services Interventions lli.it .iie designed li' help llu- peison led less 
helpless ,md ho|v*|ess iiave Uie added bend it ot encomagnig iiu'ie lesponsibihtv to get vu-H .md 
eomply witJi medical legmieiis liirtlier. as survival rales li.ivc impioved with adv.iiices m 




medical care, Ihe miporlaiice of paychokigieal inleiveiiii.ms clesisMieJ to c.incei |uiieiils ai 

dealing wiih diagnosis and ireaimeiii has increased il-ass/y, lOO.Si. 

Inlervenlioiis developed by psychologists have piovcn effeelive in the nianageiiieiil ol Jiltv'vni 
health problems, ineludingi asthmatic episodes, irritable bowel ss i.dronie, vasospasn.s .iss.xaat ed 
evith Ravnaud's Disease, dyspnea with chronic obstmct.ve pulmonary dtstttese, 
and muiicle spasms, insomnia and other sleep disorders, gasirointestii.a ulcers pos -n uslcst 
and heart attack. These sets ices have deselci|tcd in eonjtinctum with the shif in medicine tr. m 
the treatment of inlectious disease to the inaiiagemcnt ot chronic disease, Ihes ,iie he,ilih e, e 
services provided daily by clinical health psychologists, and tuiidaineiital io the |,rovisioi , I 
quahtv cost effective healili care. Belar 1 1904 , has aigued eons incinglv th,.i these serv ices rel.ilv 
to the emotional and behavioral aspects of mans medical ptobleiiis. meliidinc 

va> coiling \\iili illness siiul stressful medtoul pikxeLlnies. 

(hi the impact of siress on itiseasc. 

compliance with nie».hcal leeiiiieiis. 

(Ji the management of p.im 

ici the regulation ut psscliophvsiologkMl s\ inpti'iiis. 
ifi the ph>siLt.iivpalicnt relationship, .nui 

(e) the present nm ot disease nliroiigli beli.isiot Ji.ince s- 
weight manageiiieiil and sate scm 
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Coronarv heart disease is ihe major cause of death and disahihtv m the kk esteri, wo, Id <h,e o, 

ihe most compichensive studies ol Ix-havioral lie.ii vhse.ise p.ilie.i. _l. .- 

now demonsiratevi sigmlic.iiu ,md chniealiv mcamiigltil aeciv.ises m 1.1 1. ‘ ^ 

svsiolic blood pressure 1 1 ?4 to Id? mmllei. ai.cma .md vessel I'l'Kkae- • 

aiiuiogram m IS ol 22 patients Over the s.nne vear. the conl.o ? '"‘'i; ^ 

me'jical lre.itment evpeiienced loVi nute.ise in .mpiu p.i,i,. .m. ., 11,100.1.10 vih. • 

iieaiK halt ot the patients had nicieascd aitei> hhxk.igc iDinish. 

Rescardi lehitcd to .isihiiia. the m.iior i ausc ol dis.ihilil\ m chilwu n. i' .iN" illiisU.itiu *i-i si. 

1^: dc nlstraled Ih.i, cm of lamdv Ihei.ipv loeiiscd on .he iM.ivioi.il ; 

svmploms. plus svslematic lelavalioi. ir.umiig. lesulied m impio'ed pnhnon.nv lii, e„. . ii.e 
increased eomplnniee with inedic.mon. deere.ised use ol sleioid mejiv.mons .md d<..... 
numher m d.ivs impaired hs illness m comparison ,0 children no, provided ,nn. I> ticai ... 1 
ichlslatsson. 19 Sbl. Oihe, eonlrolled rescueh , Wilson. lOo., , |n,s demonsirale., a 4 . cUiv. sv 

medical olticc visits lor acute .isthm.i ivvo vc.irs .ittc, a rioup hch.iyonl 11 ..^ 

systematic group ireatmem was also sigmlieaiillv moie elleciive ih.in Muhv,.|ii.il v.hi..m 

mforiiution .done (Belar. l‘)‘)di 

Case Study: Jack W. rinney, Ph.D., a psychologist at the Virginia Polytechnic 
Institute and State University, has developed a model of health care based on the 
recognition that parents first discuss the health and the mental health problems ot 
their chUdren with primary care providers. A small group of children often use 
a disproportionate amount of medical scrs-iccs without discernible bcneHt usua.h 
because care seeking is related to unrecognized and untreated psychosoual 
problems. Tlicrefore, early detection of, and mtcivcnlion with, these problems 
should provide better care for the children and an alleviation of strain un the 
resources of the health care system. A psychological intorscnlion service was 
established within a large Health Maintenance Organization. Brief targeted 
therapy was provided for parents and children with cennnon difficulties such as 
bchavL problems, school problems, toileting difficulties, and psychosomatic 
problems. The treatment was succcs.sful for a majOkity of the children and high 
parent satisfaction wr^ reported. Of greatest interest, children in program 
decreased their overall use of medical services. This offset effect (a reduction 
the use of medical care after mental health treatment) also has been reported m 
studies with adults, and clearly documents the value ol psychological sciviccn hi 
a comprehensive primary care program 

Bchmioral Medicine: The Role ons>du.h.gists in Intel discipliimrN Uaiiis 



IMkIinlog'Ms ate luum! ..1 e\ei\ -.tepol ihe I'linuis . vfi Ul.lei. li-iii rnm.uN |-ie 
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(Linton. 1995). Further, with health care retorni, iliere i.s a growiiit! trend for joint practicer? 
Iwlween primar>’ care physic ian.s and psydiologists to addrcis the p.svchological aspects ot 
medical problems seen by primary care physicians (Wiggms. 1995). 

P.syohologist.s currently participate on multidisciplinars team.> in clinics and hospitals providing 
primary health care services including a.sscssincnt. consultation and treatment in behavioral 
health. Psychologists arc also found in medical .settings such a.s pain programs and rehabilitation 
settings, providing .services to patients recovering from a wide variety of impairments from 
cardiac to neurological to muscular to physical trauma, all a.s an integral pan of a primary health 
carc team. P.sychologisis perform as part of the primary care team in Veterans Administration 
hospitals, and the National Health Service Corj's includes psychologists as part of their 
multidi.sciplinar> teams in the national network ol community health centers in underAcrved areas 
Psychologists also work with family physicians in rural area.s a-, part of primary care teams for 
the purpose of treating those suffering from aleoholisni and substance abuse (APA, I995i 

Like other health care pro\Ide^^, psychologi.sIs provide evaluation, diagnosis and a.sscssmcnt 
services for both mental and general health concerns. Thus, psychologists arc an integral part 
ol a network of health care providers a ail able to respond to the most pressing health and 
community problems of this nation. 

Case Study; Dr. Robert Allan Ph.D., a psychologist at the New York Hospital, 

Cornell Medical Center, has worked with physicians in treating post-coronary 
patients. Since Coronary Heart Disease (CHD) is the leading cause of death in 
Western coMptricS- The primary risk factors for CHD are cigarette smoking, 
clcva^ scnim cholesterol, and hypertension; each of the three foctofs^havc major 
behavioral components in inosl cases. Behavioral interventions with CHD padenls 
have resulted in a reversal pf coronary atherosclerosis, a reduction in angina, and 
an increase inlife expectancy, i^ong the behavioral interventions that have been 
employed successfully are stress managemenL group therapy, dietary changes, 
smoking cessation, and increased social support. The posiUve effects of the 
incorporation, of ..behavioral counseling in treatment for a CHD patient arc 
supported by research, and represent a valuable addition to the treatment regimen 
for coronary patients. 

Role of PsychoIoRlsLs in rraining Hospitals and Academic Health Ct-nter.s 

Psv.holwgivts provide .1 vuhstami;il share of the leach i tram mg. clinical sui>crv i:,ion and direct 
service in Departmcni.s of F.imilv Medicine pio.erams ihat tram tuture prmiary care physicians 
They conlnhiitc similarly iii departments ot |)cdialncs. internal medicine ui.d commuiiitv 
medicine 



C^e Study: The Medical Psychology Residency Program at the Oregon Health 
Sciences University (OHSU) one of many residency programs administered 
through the Graduate Medical Hducation (GME) office in the OHSU School of 
Medicine. Three residents in Medical Psychology arc appointed each year for a 
onc-ycar program with residents an option to add a second year to the program. 
Residents in^Mcdical Psychology interact with resident^ from most of the other 
specialties around paticr' care issues, as referred to Medical Psychology from one 
of the other specialties, usually from one of the primary care provider specialties. 

Patient refeirals to Medical Psychology have been increasing each of the past 
several yean bepause psy<^oIogicd assessment and intervention effectively assist 
in the diagno.4§ and treatment of many patients in the health care setting. The 
setting for the p^ycholo^ ■ residency program is the Medical Psychology 
Outpatient Clinic (MPOC)'. 'This clinic is one of many in tlte OHSU Ambulatory 
Care Department. Stipends for the psychology residents arc paid in part from 
funds provided by the University Hospital from revenues generated from patient 
care in the MOPC. “In every way Medical Psychology patient care and residency 
training has become an accepted and integral part of health care am* residency 
education at OHSU,’* (Wiens, 1995) 

Psychuluglsts’ Role in Health Maintciuma' Orgaui/ations 

l\vvli<*lo»;ists provide ‘.ervu- .i vanetv at sotlmg^ iiKliuling oinniumu he.t|i|i .ii»t/or iiu.-m.il 
health ^cnletv. rchahililalum lau’.Jics, liusp,!.,is ,„ul lic.ihh i1uik>, puhlk solua.U. hc.ilth 
nuiiiteiKiiuc i»rpaiii/.ilu.ns UlM(K». and ofticc based ptivale pr.KiKcs In imihiJiseiplinarv 
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afrangomcius -uch as HMO., pv>chologiMs pla> a u meal rok K-.auec ilie; uiiJcrMaiiJ H>- ' 
of individual and laimly dyiuinivs wl.ieh ccmiribuk to the .net and “"JeT O'V " i ndnal 
■a.-fvicev HMOs and other managed eate plans have an eeonsiinie iiieLnii t < ^ ■ J 
prevention programs that reduce unhealths Isehasioiv and eomphanee programs that eneoiiiagt 
adherence to prciCnbcd medical regimens 

l>ssehologisb are tnnquels trained l» provide necessary seisiees to the eueinal and iniernal 
ehents of HMOs. ApproviiiuteK 35‘:i of the I population noss utilize lIMOs and n s 
:.nrotn.et.t in HNlOs IS increasing rapidly Psychologists n. HMOs ssork ssith inul ple 
disciplines (i.e. doctors, nurses, and adniinisirativc offieersi. HMOs rels on pssehologisis to tuin 
other health professionals on boss to eonnnunicate elfeeiisels espeeialls ssnh 
have different language or cultural backgrounds, and to identils organi/.aiioiial prohkn 
'rd betsseen dop^nmnts. The psychologist an HMO ensures ihat mdis idua s are reseisi 
appropriate treatment and that the HMO is storking elfieieiitls to denser these sets tees t rtilkiii. 

I<)85l. 

In HMOs and other settings, psychologists ssork side hs side ssnh 

(al providing psschodiagnostie assessment scrsiees lequircd to .icturacy s - 

disabiht.esttbl providing consult.ilions regarding child lid.avior and deselopmental ‘ b . 

hehas ior n.anagen.ent, toilet training, sibling rtvalrs 1, and le , ^ ^ 

Situations te g child abusci ,ind the design ol appropti.ne nitersentions Indeed, m l. . 
demonstrated a 63% reduetlon in utih/alion of ^■dlatrle medical services alter psseholoei.a 
iiiicrvciUlOii with parents tBclar, 19941. 

Case Study: Dr. Gregory Hafcn works in a large multi-specialty group ot 450- 
plus physicLs and psychologisU with a capitated population of 350 000 patients 
in Souiicm and Northern California. Psychologists have been padne-rs ol rim 
medical staff and pan of the primary treatment team since 1988 The H.MO h.is 
instituted open access to behavioral health which lias- developed its own iiitcrii.il 
utilization review (UR) and quality assurance (QA) procedures. Psycholognts arc 
treated as equals within the medical center and have responsibility for being the 
gatekeepers to more and less restrictive levels of care. In the new managed care 
Lalth “are market, psychologists’ make a significant conmbution to tie 
iniegraUon of all medical care. Dr. Hafcn notes that his organization is committed 
to *e belief that the treatment of ntind and body should be integrated. 
Accordingly, mulii-discipUnaiy treatment teams for mcdictd conditions such as 
pain manageraent have been instituted. The integration of the uchavioral imd 
medical disciplines creates a more balanced and efficient treatment prixess in the 
primary care setting. Because patienU get the interventions they need instead of 
fnap^piiate medical ircalmcnis (c.g.. drugs in wrong dosages and combinations), 
such interdisciplinary ucatment is more cost-cffcctivc in the long run. 

l»Nj .holojiical StT>UeN art- t W-Kffk iliVf 
Over the pa.st scsc.al decaslc psscholnglsi, base .issUM.vd .,n 

r r'n;:.;,-: ,1,., . 

inc-dic.il costs by :5-.3(i’; . slepeiiding on iliv somp.irison gimip .1 .ill.ik. I ni i 

■X Studs of the cittitc. r,c-ote,„ modicaid p,.pul.mou tc sc-.tled , snbst„nu„l ottsc, sasiii.e^ t, -m 
mc.n.tl hcahl, ircatincm IMiients u-ccsing phss.c.,1 .md mcnt.il l.e.ilih scsiccs tc.tliAd si m 
, 515 s osrt ; I/: scMts I he cos, o> the inc.nl.il 1.0,11.1, seisicos scoic- omnc.ls by he 

sismgs tl-c-.dh-r 19S9, Snml.itls. Ihc- tTlAMPfS I’.ooMm. schuh piosulv- 
chi^nclenls o, n.ihlats cl has dc-monst. iled '''•’--1;''''- ‘'''■ 

soisioes Ivsulkd Ml .1 not s.ising ot 5:tSI inilh.m boiscoen I . . . - 

|,.„., K.nsor PvMn,montv .md the H.nc.,,,1 t ommumls llc,,'lli I’l.m I'';'; 

con hs gon-.T.il pi.i.tiln.nvls h.iso com|.|.nMl- oi |-„ssk„I ,llm-s h.ii ' 

.,wh..|..o,c.,ri..snns ,c-o. m hoost,..,, I o i.U ho .h.ntho.i. skc| | ,. k n 

h nttiov.- ,,| ilml Ihoso p- .u h-n I n-o « - b.-.il-- - -no s . o-n . .- .1.. o 

oihoi ho.,hhpl.mn,o,nlv,- sh.ni loim pssc n .■ lc . o , s.,l m - ,soM„.n n.t. ios,.ho4 n, . . • -k- ■■ 
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III iiiOciu'al iiiili/.iiKiti 111 thcMT pjiiciUs diiniig tolktv.-up iBdar. 

I ntrc.itcd alcohuhsm jiid suhstancc abuse illustraie ihc fuiisaiueiK'cs ol tailing: to provide menial 
health serutw Cuniminjis found that individuals sufk-rintt from aleolmlism and substanec abuse 
who sotiuht medical ser\iccs rather than inenta! health services . -suited in a rapid esealation ot 
medical iitili/ation with costs skyrockelinj; In ^1'; i 1990i In another study, Luckey found that 
I d the cost ot trc.itniii indisiduals with aleoholisin is offset in one \ear by reductions in medical 
ci'sts t lbs7i SAMHSA has reported that the economic ami social costs ol untreated addicti\c 
and mei.ial distirders were S' 14 billion m |9‘«» ■■ more than cancer, respuaior, disease, or heart 
dise ise tCiieeiibere. l‘/97) 

'A.t' lespai to surgical patients. ,ui analysis oi |0| studies re\c.iled that briet presuigieal 
]*sw Ilf. ‘cumI nitersentioii has been coiisisieiitly associateil with fewer postsuigic.il coniplicatuiiis, 
I< ss medication iis.ige ami an aserage of 1.5 lewer hospital days (De\mc. IW2) Sturm and 
V\e!ls h,i\c tound ilut the leduction ol one functional limitation teg. depressiuiii is associated 
with . 11 - increase of S2.0(X) to S^OOO in annual earned lamily meome. ' I-roiii a pubhe finance 
}vrspccti\e. the increase in employment ami earnings is assiviaied with better earc i> likely to 
mciease lav u*\enue and lower uiicmplo\nieiit and welfare payments ' tSiunn. I‘J 05 » 

l's>choUigical nitcrumi Kills de\elopcd tor health c.iic ['n'blenis tend to be short-term .iiid to,. used 
•n n.iunc, iii\oKing leehnuiues as di\erse as lamiiy therapy, oignitive belia\iora! ihennn, 
rela.vation iruiiiiiig. and other psvehophy sit>!ogieal [eeiiim|ues sueli a.s biofecdbaek. Numerous 
lollow up studies ha\c demonstrated mu only sigmticaiii improvc'iiient m symptoms ,u:d (pialiiy 
ol life, but also rcdueiions in subsequent liospiiali/.aiions. medie.il olfice wsit.s. medication usaec 
and visits to the emergency piom. .Siudies have shown that p.itients of phy siciaiis who received 
smh psychological iniervenlions reptined signilicantly increased physical functioning, an 
inipioveiiiem that renumed stable duimg the year after the mtervcntion. Such interventions 
ledijced amiu.il medu..il care i harges by S2S‘J m I WO constant dollars, which equ.ite.s to a M "'J 
i;\lmiii-:' m the .miiual median cost ol ihcir medical eaie iSimtli. 

I m.iliv :» searchers h.ive riuied that a large peiccni.ige ol subjects vvith depressive disorders and 
I’.mu dis ".Icrs reported a tlis.ibility day owing to emotional re.usons (44‘I each). The mean day s 
niisNcd !inm work loi .m erniuional reason i.mged 1'iom 2 ii» 9.4 davs, and the mean lor 
depressa n was gie.iiei than ili.ii .itiributed to all eondilioiis cuept cancer and cardiovascular 
iKi'U/is IW'Mi III .iddiiinn. ihc absenteeisui rate w.is Iroiii 10 to lor bigh i:sk 
.■mplmet-s ci>mp.iri‘d w tilvui! risks cosime total ot S70 S millmn aiinuailv m illness ».usts 
I'lU.si 

The \ iilue of Including Psychologists in Meclleurc (AU-; 

I'.e I ji\k. iiMiia.-i,.! k..ue iTcaiii/aiions. and tiie guviniMiem .iie e.illmg loi iigln. cost-tMeeiivc. 
widi-lv s- .lilal'le. imeeiatcd hc.dth »..ae teams to pr-.oide hum.m .uul cunpichcusive ‘-civiccs to 
■a: » oi/ol.s p!.i\ a niaii*r lolc in iraniiiu: owei MiiX) cuiieiiilv cn lacL'tics o! 

i ied]^ ,il VL hiHils . 11 , li lesiik-iK ics'. icsc.iKh 1 a massive health ps\,.h,il,,g', Inaaiuie used veiv dav 
n :'n jTim.iiv ..m,- tn.-kh. .md diiect servuc il.intoii pi-is, 

i: ’• a-,M\ K.n''\\t: :!»ai the ,o.,:! ■•'!,■ p,-.-! ,■! ii.unees i:i pssLhi.iiiy is dmaiiishiiig ,\i ihe same 
'.'!K Ihe ip.imbei •>! sOtdeiiu ‘Uiplct u,g c.idti.iie tr.iimiic iii piote-.si.'n.il |'s\Uiuhn*y lem.niis 
-'.d'.-. In.lced. wiiliin the \ si.tJion i»l .Aiiiciu.in Medu..!! ('ollegcs, tlu- premici iirg.im/.iiion 
I. nedi.al e^lui-ati.tn Uieie .i;e a huge luiiiibcr ol psy» h<*!ngisi nuinbeis m ihe .Xsstniation toi 
- be! uifi.ii S,.ieiues m .Medual l ikie.iiiiin. .ikuig with physicun inenibers who eonie Irnm 
spesMliies smh as pedi.iiii.s .md mieiii.il inedKine 'let. there is ven little .eder.il support |oi 
I's .}’ ediK.itioii .iikI ti.iiinne il.iiiioii l‘''h‘>i 

M.-» '• o,e t vieiisi-.in.’ss ..| suehlilu |•K■p.lMl!ll|I .ml vlnm.il Mipeivisioii lUMssaiv lot 

-’..!e,M-.'eiil iese..Kli u,d pi Mu .i\n.i-re ■*! 7 s si.us b-.-voml ihe hachel u s degree is 

^piae.l ■ . .-iuam pp |) h, pss. hMl.t.'\ |)nim:> iho hme. howisei. students tfiiiiibiUe |o i|u 
1. a IMS' h.»l\ f| kiiinvledce. .:iid pinvi.le vine. 1 services i.i patt(•lu^ .,n.l ih,-;; laimhes 
rie.i'lv iiiiaiHi.il support pl.os .1 m.iinr mle m aitia. tinr imhvidu.ils m ,i pariicnlai distij'liue 
b..!ie.l, ) isoiiu.il n atli.uiitig imiioiiiies .md the liiia-s i.iliv dis.idv .mi.ige*l iMci 1‘to.ti 

I s\ . hoif.-isN tieni.ciiilv serve as the belu'i-'t.il ssieiiiist ihem)*ei uf imiltidisujilin.uy le^e.iieli 
•c: ' lie -'Iki! Ihe piiiMp il invest!, MI.«|S !ti Ilirse pr-'iia t- In .idduioii psv* liokicists wotk 

h ,-h . 1 . 1 .III-. .Ill I .'-hri ti; liih , ee ptoMdeis fii iiiiiliidi .. •pbiutv it .mi . iii (i..:inn.- |ios|.|'.-'-. 
t'' \. .j.’emi, Ik'.ilih ( iiili’is .umI m Ik-.ilUi M.imteii.ini.e Oig.iiii/.tiioiis bi-.k-i.il supptui hu 
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M.uniiii: psu-hology nik-rns m hcalih cak* la.ilUk-s v^;li .iIIoa ilicm gkMtor L-\pusuic u-* p.ini;i!> 
cure, aiul afford them upporUinUtes to prepare to teatlt. e\aluate and pk»ude sei\i« es e\en inoie 
cftccliNclv as partiici'* in llie health deli\er\ s\ stein iLinlim 



Despite the important lolc that psveholoi. t'la\ m the deh\er\ ol lieahh care seiMtCs as 

incmbcis of inlerdisoiplinarv teams, there nas c-;tn Uinost no tederal support for students 
psvchologv. including minority students. Compared svilh assistance to the medieal profession, 
federal assistance to psychology is minuscule tDunivm. 1^)4). Ihctc is. in lact. a critical need 
for more psyclioloci’tts. cspcdallv minorities, to woik in public settings and in particular in 
underserved arca.s ^'et. without federal financial aid programs, n is nearly impossible for those 
who oihcrsMse e<?uld not atlord the se'en years of graduate sehool to beeome a professtonal 
psyeliologists. 

CurreniK. hospitals do not reecuc any ( JMh Imiding to suppnii psyihoUigy inieriiship programs 
This lack ol reimbursement, coupled \vith ihv loss ol income due to health care relornis. has 
forced many hospitals to reduce financial support to tram psychologists. Moreover, eurreni 
inequities iii GMf: funding ha\e lead to cutbacks in positions of hospital sialf psychologists who 
puivide iramiikt to mieriis. m addition to prosidmg diagiiosiie. assessment, preveiiiiw. and 
UieraiKUtic services to hospital patients. Unton sl*W5) notes that while it is unusual to find 
.idmimsirators who are aiiiagonistic /■»•/ .v to the notion of irainmg psychologists m their 
facilities, because tiiev rcccne no GMb. p.iss.ihrougli luiuls. a burden is placed on them to 



diflcreniially -.uppoii eeriain eleinenis o: the health c.ne leaiu 

The link between fiiunuaiK s.miut irammg and eoiiipelent health cate ^lell\et> is well known, 
huilher. a growing number ol studies ha\e shown that the prowsion o! p.yehologie.d seruees 
lediiccs medical uiih/.anon and cost Indccsl. psychological sciaiccs produce quality heahh care 
th.ii ecnerates better heahh for the recipients ol the scr\ ices and. m tarn, moie wealth tor soaei\ 
at Lirge CMcarly now is time to reeogin/e ilie imporiani and criikal role psychology piays in 
health care and u> ensure that psychology siudeiits paiiKip.ne i 
the henefit ol all American* 
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STATEMENT OF 

AMERICAN SOCIETY OF PLASTIC 
AND RECONSTRl CTI\ E SCRCJEONS 

itj ihc 

Subc'>mmit!ec on Health 
('onimittec on Ways atid Means 
I'nited States House of Reprcsentati\es 

April 3. 1995 

R E: (iraduafe Medical Kduratio n 



Ihe Anieriean Sodet\ of plastk and Reconstructive Surueems (ASPRSj represents 
of the nearK 5.(XKj hoard certified plastic surgeons in the rnited States IMastic 
surgeons provide highK skilled surgical ser\ ices winch inipro\e both the funetional capacits 
and qualitv of life of our patients. These sor\ ices include the treatment of congenital 
deforinilies. hum injuries, traumatic injuries, and eancer 

ASPRS agrees with suhconimitiLe C'hairinan Bill Thomas (R-CAi. that a "re\olutn»n 
is under\\a\ in health care which has significant inip)icatit>iis for the tuture health manpower 
needs of the nation as well as the desiiiu ot our major leaching lu>spn;t|s " Health care 
reform that does not support and foster medical education will not he \ lahle m the long run 
as the (.jualits oI m \\ health sssteni depends on the renewal of its work lorce. 

In I9f4. AS!*RS commissioned a stud> the jdastic surgers market and workforce 
Ihe siud> w as jxrrfornied In RRC. Inc of Bryan. Te.vas .Xiiiong the study 's findings, we 
learned tlut suhsiantial increases m pro\ ider workforce are e.vj'iecled in the next 20 \eais. 
although main underserved areas will require a long lime lo attract a jilastic surgetui 

lakmg into account the studs s findings. AS!*RS adopted the following positions, 
which are now leLOiiunended for ('ongiessional action 

I. Continue EediTal Support for (traduato Mcdieai Eduealion 

Fedeial support foi gtaduate medical education must eoniniuc li' ensure that the 
rutted States wit! maintain a well trained and higliK qualified plnsician workforce. In 
leceiit Sears, we base ohseised a trend toward losser pasnienis hs thud parts pasers to 
phssicians and hospitals. .\s a result, teaching programs lu\e beciniie eseii im»re Oepeinlem 
on Medicaie fniaiiLial support and are less able to compensate for aiis funding shortfalls 
through jMsments i,.;\ rcccisc lor sersices pros ided to non Medkare patients Hus is 



pu»hlern is especialls asute for specialties w nh longer iraimng periods, such .is plastic 
'•uigers. whkh ahead' iclciscs reduLcd tniaikial support foun Mcdkaie hc>ond the first 
fisc scars o| naming 

.A.SPRS opposes piopos.ils that would further limn Medicare diiVLt graduate medical 
educutioii support to onls the fust three or lour scars of rcsulciics iraimiig Specialities with 
longer i raining periods are as ciitical to the health care needs of our nation as those with the 
shoriest iraminp. 

2. Retiuire Ihird-R;i\or Rarticipiitimi in Eniidiiig (iraduatc Medical Education 

l uithci. Ill thiril p.ni\ pasers should panic ijute e\plkiils and nmfomils to the 
hii.iiteniv of enidu.itc iiiedkal eJiic.nion Bio\i-.ioiis miisi lx* iii.nle h‘i .ulequaic tiaiisiiion 
pas incuts i >i iiistiuiii >ns that lo\c residencs prc'grams 
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The xhit'i *»1 paiiciu care Irtun ihe mpaiieni lo ihe ouipaiieni <eiimi! lUsiiliCN ihe 
eneeiurageineiu o\ iesidenc\ training programs lo support training m outpatient settings 
including clinics, outpatient surgers facilities, and physician oUicc settings A ineihiKl oI 
approprfateis and uiiilorniK credcniialing and financing outpatient tiaining [irograias should 
be included in aii\ reforms Congress will consider. 



3. l>rovide Antitrust Rdirf for Workforce Planning 

.ASPRS supports antitrust relief designed to facilitate workforce planning activities In 
the medical prolesoon. nit hiding resideues pn’grani directors. residenc\ review conimuiees. 
and spccialls societies 

CurienlK. anliirusi laws put se\cre constraints on the abilits of specialts si'Cieiies and 
resid.ncn pn»graiii direett^rs t<‘ address eMeeti\el> the issue of workhnee planning Absent 
appriipnate changes in the aniitrust laws, the medical protesxion ma> be unable to effect 
meaningful and tiiiicK change based on file lindings from workfortc research 

4. t oiiiiuct orkforce Planning on National Basis 

Workfmee pianiimg i.n plastic surgers should be Londueted <m a iMlitnial. rathe' than 
Suite or regional, basis. Due to the nature and si/e of the speciahis of plastic surgers. 
workf.'reo plannme toi ihe speciall> is most appropriate at the nalii'iial level. We do lun 
support the LOiKepi of using academic consortia to tlelermine plnsician workforce issues 
because, among other things, such a mechanism would iikcls lead to iiinmsisiciii decisions 
acii'ss varii'us rceioiis and could be dominated b\ special mlcicsis 

5. laniit Number of Kirst-Venr Resideiuw Positions to IlO'i oi Niiniber ol I .S. 
Medical (iraduates 



Ihis position IS cousisteni with she \iews o! the Plnsician Pasment Rcmcw 
(‘ommission and the Icdcral (‘.umcil tm (iradiuiic Medical i.ducaiioii. and has been iiieluded 
III a lumiber of pieuous legnlatne iiiniaines. most leeeiUU the Ri'eketeller Dureiibeiger nl 
intu-du^ed 111 the ID.Vd Congress Cinen die emerging problem oi plnsician o\crsuppK. 
Comiress should sirongb consider reducing the number ol medical graduates who enter. 
Haul, and praclicc. while taking into a*.eouiil and aceoiiiniodaimg the impaei of atn 
reductions .ni inedieal ser\ lees to urban and uiiderser\ed populations 



6. Mint Resldeiie> Positions Based on Program Qualit> 

If the number of rcsideiics pt'smoiis m an> speciahs needs lo be ledueed. the qiiafits 
of the liamim: pioeuni should he the piiniar> delerinimng laaor m the .illoealum ol slots 
Delermmalums ot qualils should be left to the esistiiig Residents Re\ lew Coimmllees and 
the \eeiediialioii Couneil ol (iiaduale Medical I duealion s\siem 



CoiKlusion 



\SPRS viamed a wiiien oi valuable iiisiglils ilin'iigh its workloi».e studs, although the 
Si'v'cls's md the speeialls s .ihilitv to uiih/e that miormalion lo make appropriate eliaiiges m 
’ lasiu siireeon woikl.'RJ suppK n limited because of euiieiil anliirusl prohibit |o, is 



\.SPRS appteeiales die opportuiiils U' loMifs on the lop't o* giaduale medical 
cdiixanon befou- die S.ihtoinnnllee ou Health, and would be happv m he a resouice a' 
Sidvoinnmiee and lull ^.mimiliee tonimues its woik on ihn ^.omples issue 
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STATFMKM OF THF. M.WO FOl NDATION 



( oMMirm: on w avs and mkans. mf ai.tii snu ommiitf.f. 



\i. ju ii : V 



I he Wa\o I'oundation is an inieeraied hoalih care s>Mem. wnh dimes, lu^spiuh. and 
Ollier ho-dih eare eniities located ni tl\e stales. Ihese include Ma>o (. liiiic Rochester. Sami 
Mar\s Hospital, and Rochester Methodist IIo.Npiial. in Rochestei. Minnesoia: Ma\o C’hmc 
Jacksoinillc .ind St l.uke's Hospital, in .laeksoin ille. l U rida. and Ma\o Clinic Scottsdale, in 
Scotl.sdale. .Ari/ona. \^e ha\e also inereed with Ma>o regional practices and lu'spitais in 
Minnesota. los\j. and W isconsin We ser\e patients iVoni a!! fill) states and main foreien 
coiinlries. We are eneaeed in researdi and education, with o\er one ilunisand residents m 
.raininu at multiple locations 

\s the (\meress develops pe.icies lor eraduaie medical educiilion. we hehexe that , 
serious attention must be gneii to .^eparaiini! lundiiii: lor evlucaium I'roni patient care revenue 
In the past, leachine iiisiiumons were able to cros> subsidize educalum programs tiom p-.itijnl 
care revenues In lidav 's vvivrld of managed care and market compeliliMii. this abilitv is 
severelv limited W e slrmiglv support a market -based health care delivei \ svstem. and see 
nianv elhciencies coming trom this competition. However, tor competilum to work there 
must i'e a level pl.iving field In order in create such a level plaving field, societal gtUHls. 
such .is research and eduealion. sluuild be I'unded bv all llui nariicipanls m the he.ilth care 
svstem 

In ihe h*ng run. a scpar.ite funding pi>ol ir.ust be created for graduate medical 
education Ihis pool could be funded b> a surch.argc on all health premiums':;.and distributed 
on a per resident basis to the programs that incur the costs of the eduealion In the short run. 
It IS imperative that the giwernment maintain a fair level o|' Medicare liinding U'r gr.iduate 
medical eduealion ihrougli the IHiMl- and IMI pavmenis 

We suggest that the DCjMI pavmenl svsicm he simplified .ind made laner bv making 
several changes 1 irsl. a uniform pavmenl level should be established Ihere is neithei 
tairness nor good pohev sense in llie tremendous variation in per resident pavmenl levels llul 
e\isi> todav . Second, the pavuients should be made on a per resident basis, regardless ol the 
ivpe of selling in v\hieh the resident is training. (lood ediieatu>n pohev revjuires that residents 
receive more of their iraimng in non-hospital settings, vet lire pivmenl mechanism is hmileu 
to hospital -based training \U reover. integrated health care sv stems are working to make sure 
patients are treated in ihe most effieienl selling, and i!ie lines between hospital .ind elinie .iie 
otlen not clear 

We also urge vmi not in establish gr.iduate mediL.;! educ.itu'ii funding "ti a 'i.ile !*.inis 
M avo participates in .1 national and iniernaiional ediuatieii m.irkel We recruit resuicii’.s and 
suidenis iPMii all p.irls ol ihe eoiuiirv. and tram them lo meet nalivnial needs \u\ ni.mipi tn 
appi'rtuMi residenev ir.immg lund-. on a si.iie-ln -siale basis will scnoiislv disrupt ilii' m.ukei 
Ihe Mavn (iraduale School .>1 Medicine loi 1 residenev ii.unmg pingrami is n:ic of' the 
largesi. and we believe \>iie ol the best, training progr.ims ui the ciuinlrv Ih we\er. it 1% 
based m RiKhester. Minnesota, a liIv of less ih.in ".■'.Diiu populaUim It residenev Ihiithnc 
were to be distributed bv state or legion based on popiil.ilion. vve vvnuM have !<> shut dovMi 
nu st nl our progiams In this .irena. we believe in.il a wmkine m.irkel will al!>*v\ th.e Iv-i 
ti nine pmei.im-' to suivive. aiui pnorei proer.inis will shut d'wvn Ioi l.iek of tr.imees 
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STATEMENT OH The SOCIETY OF GENERAL INTERNAL MEDICINE 



The Society ot‘ Ciencral huornal Medicine (SGIM) was founded in 1978 to promote 
mproved patient care, teaching and research in primary care general internal medicine. There 
are approximately 2,100 members of SGIM. The importance of generalists to the nation’s health 
care system and the cntioal rote they play in ejecting reform in health care deliver)’ has long been 
iccogni^ed by the profession, by the nation’s policymakers, and by society. Recent efforts to 
ivtorni the nation's health care delivery system reaffirmed the role of the generalist physician in 
providing universal access and controlling costs. The unique contribution of generalist physicians 
to heahh care delivers is their aoiliiy to provide comprehensive high qualiiy primary care in a 
Vitnetv of settings, to people with a broad array of health- related conditions. Generalist physicians 
are specially trained to deliver primar) care. Primary care is characterized by tirsl-coniact care 
for patients with unditTcrcntialcd health concerns; patieni-ccnlcred comprehensive care that is not 
organ or problem spccitic; continuous, longitudinal patient care; and coordination of necessary 
medical, social, mental, and other services through appropriate consultation and referral. General 
mtenusis provide this type of pnmai 7 care to men and women from adolescence through old age. 

W'e commend Chairman Thomas in addressing current graduate medical education (GMFj 
and teaching hospital policy. In examining allemativc policies regarding the training of future 
health professionals, the needs of the health provider in the evolving health care system, and the 
fimmcing of teaching hospitals, the committee must also consider the series ot disincentives related 
to the generalist disciplines from undergraduate medical training through practice: 

1 . Financial and other incentives have pushed an increasing number of international and 

V. S. medical graduates into specialist careers. Despite one of the highest physician io 
ps^pulal’.on ratios, the U. S. has :>hortagcs in impo.lani areas of Us health care providers. 

Federal funding of training after medical school (graduate meoical education) promotes 
hospital-based training of s[X‘cialists who provide expensive services at low cost to the 
hospitals. 

} Medical students have strong incentives to choose specialist careers because of increasing 
indebtedness fRun medical schcxjl and the higher income potential of sfiecialty as opposed 
to primary care practice 

4 There has teen continued and increased demand for specially services, despite concerns 
that many procedures and specialty services are overuiilized. 

Market forces alone will not correct for the low proportion of primary care physicians; 
ihe'l-oderal Government must reevaluate and establish specific goals in the financing of medical 
education and medical practice. The outcome of these goals should be to achieve at least 50 
percent of U. S. physicians practicing the generalist disciplines of general internal medicine, 
general pediatrics and family medicine. 

Among the various mechanisms which nuve been proposed to shift graduate medical 
education payments to support the training of generalist physicians, we believe that the most 
effective short-term approach will be to mothfy payments to hospitals. In July, 1994, the 
Dcpartmenl of Health and Human Services Office of the Inspector General (OlGj issued a final 
audit rqxjrt. "A Study of Graduate Medical Lducation Costs," The report analyzes hospital 
graduate medical education costs during the firs* 5 years of Medicare's prospective payment 
system, which began October !, 19S,T Ihe rcpirt concludes that, in the absence of changes to 
G.StK through health system R'tonn legislation, the HcalJi Care Financinj.^ Administration (HC.F.A) 
should reevaluate Medicare’s policy of paying GMI2 costs for all physician specialties. As part 
ol this rcevaluauon, the OIG recommended that HCFA consider submitting legislation to reduce 
or even possible ebminale Medicare's investment in GME for specialties for which there is a 
surplus of physicians. 

Our eomn-ionts .iddrcss nc’vci.iI issues reiaied lo ix'licy reform concerning funding g».idiiate 
iMidk.d cdue,itK>n. 
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.All Payer Sy.sl£m 

The Federal Government's financing of medical education should support training that 
ensures generalist physicians as the primary providers of medical services. SGIM strongly 
supports the reform of funding of residency training to include contributions from all payers. The 
per resident amount must be sufficient to cover the costs of training. Funding must also cover the 
costs of educating residents in all outpatient settings, not just those limited to hospital ambulatory 
sites. This is necessary to improve primary care training, which should include more time in 
ambulaioiy sf^uings, training in managed care, and geriatric training. Funds for medical education 
should be allocated directly to training programs approved for residency training positions, rather 
than teaching hospitals. This will encourage the use of residency training funds for ambulatory 
care. 

Limit Residency-Txaining/RaymentatQ.Residency. Progrants 

SGIM supports the following approaches to encourage primary care residencies: 

1. Limit the number of years covered by direct medical education and indirect incdicai 
education payments to residency training. 

2 . Increased medical education payments ihouid be allocated to general internal medicine and 
general pediatric residency programs which develop a primary care curriculum and 
establish appropriate ambulatory training sites. 

3 In additioa f limiting Medicare payments for residency training, the total number of firs.- 
ycar residency positions should be limited by capping slots at 1 lO^t. of the number of 
U S. medical school graduates. 

4. Establish higher weighting for primary caiC per- resident amounts. 

5 Graduate medical educauon funds saved through reductions in specialty residency support 

should be made available to primary care directors to support loan forgiveness. 

Transition Payments 

Transition payments should be provided to teaching hospitals which arc required to reduce 
their residency training programs. The GME payment plan should ensure that institutions that 
care for disproportionate numbers of disadvantaged patients are funded adequately to ensure that 
the necessary replacement staff are hired. Also, we recognize that non-physician practitioners 
may b»t rcquiro\i to replace residents in some inpatient services at teaching hospitals. Mechanisms 
should be considered to provide temporary funding to support the introduction of some non- 
ph) acian practitioners on ccrtai.n specialized services. This would provide incentives to promote 
the shift to fewer specialty training positions in teaching hospitals during this time of transition. 

Support, for Training Primary Care 1'eachcrs 

There is an incie-asing demand to tram more primary care generalist physicians, howeser, 
there arc not enough teachers to trrun these generalists. 

f'urrcnt Medicare policy limits direct GME funding to the number of years required to 
•ircomc board eligible in a particular specially, or five years, whichever is shorter. General 
internal medicine, general pediatrics and family medicine each require three years of resideiivv 
traming. 

Graduates of the three year residency programs typically spend two vears in geneialist 
tei'owship^ in order to pursue careers as faculiy m general mlcmal inediune Gen.er.ilist 
tellcwships are structured to provide the irainc'c with teaching and pnniarv care rcserreh skills. 
Since 'he lellowships are nut directed at training subspecialisls and no hoard examinamm is 
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administered following completion of the generalist fellowship, institutions uhich tram generalists 
for aeadeinie positions are not eligible for GME funding. Medicare GME policy currertK 
supports only those fellowships which result in specialization and/or additional board certi’leai’on 

Medicare poliev should allow payment of direct GME tunding tor training genera. i'*. 
teachers. Guidelines for program funding should be established by the Secretary ol Health and 
Human 5er\ ices. Enclosed is proposed language to amend the Social Sccur iy .Act m order to 
allow payments for fellowship training in a generalist discipline. 



Proposed Changes to the Social Security Law to Support Training fur Primary <.are 
Teachers 

-12 l.’SC and 1395 ww th) 

Sec. !8Sb (h) Payment for Hires'. Graduate Medical Education Costs 

i5hA) .Approsed Medie;il Residency Tr.iining Program -- The lerm "apprused medie*.l 'esid^nev 
tiaimng program" means a residency or other postgraduate traimng program. pan5Cipaii*'n . : 
\shieh may be counted toward ccniUcation in a specialty or subspeciahy and includes lorm.ii 
postgraduate training programs in geriatric medicine approved by the Secretary and lonuu 
poslgraduaie training programs. thai provide tcllowship training in general interna! niediLme. 
general pediatrics or family modicine approvod by ihe Secrctary, participation m wind'. 
a faculty position m general iniemaLmediLinc. general pediatrics or I'amiiy medicine 

t5)U*) Initial Residency Period •- The term "initial residency period" means the period ot Ho.ud 
eligibility, except that -- 

(It c.xccpt as provided in clause (li), in no case shall the initial period ot residency cv. ved .-.n 
aggregate tseriod of formal training f more than fne years for any iiidis iduaL and 

(ill a pentxl. of not more than two yciirs, dunng which an individual is in a geriatric resuVney 
or fellowship program or a presentive medicine residency or tellowship program wni^n 
such catena as the Secrct.uy may csuiblish, sluill be treated as part of the initial rvsidencs :sv*r;..i5. 
but siiall not be counted against any liimiaiioii on the iniiial resulency ixT.od. and 

( 111 ) a period, of not mure than two years, during which an induidu.il i.s m a leiicw'-* » 
program in general mtema! medicine, general pediatrics, or family medicine which mee..s -i*.. i*. 
criteria as the Secretary may esUihlislu shall be treated as part of the imual residency p- r od ., l r. 
though these fellowship years do nut count towards Hoard eligibility or ..eriiiicaiii':; 

(suggested language underlined) 
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Cundimtori 

A recon tiguration of our nation's health care delivery and financing systems is necessary 
in order to achieve a more balanced system with expanded preventive and primary care serx'ices. 
VVc commend the committee for their efforts to restructure graduate medical education funding. 
Tlie Society t'f Gcner.d Intcnial Medicine is committed to working with you in funher developing 
iHir policy recommendations and ensuring budget neutrality. 
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I iiir si.ileineni JeskireJ tli.i! ■'Ile.rith m.iimeiKiiKe or-j.im/.iiiuiis tiiMOsj. pivleireJ proviJer 
.■lo.im/.ilions rlM’lKi. ;mJ seir-iiisiireJ iiulusir\ or i;o\eriimenl pl.iiis.iie i;eiiei.i!!\ iiiKoiULtnoJ 
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